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THE MEANING OF “UNEARNED INCOME.” 


In a classic passage,’ Mill supposed ‘‘a kind of income which 
constantly tends to increase, without any exertion or sacrifice on 
the part of the owners, those owners constituting a class whom 
the natural course of things progressively enriches, consistently 
with complete passiveness on their own pari,” and he questioned 
the necessity of “allowing it to become an unearned appendage 
to the riches of a particular class.” A little further on he spoke 


of an “increase which was unearned. . . . The whole increase of 
income which has accrued . . . without exertion or sacrifice is 
held sacred from any peculiar taxation” and saw “no objection 
to declaring that the future increment of rent should be liable 
to special taxation.” Although the actual combinations “‘ unearned 
increment” and “unearned income” were not used until later, 
the words J have italicised show that Mill was responsible for 
enriching our economic vocabulary, a little haltingly, with two 
phrases of more than ordinary import, destined to go beyond 
the academic circle and to gather new and wider meanings, to 
the point of confusion, in their course. The italics show, too, 
that, to him, the phrases would have been more or less convertible 
terms, and indeed it is clear that his scheme for taxation of 
increment aimed at absorbing a part of the “unearned income” 
as it arose, rather than a part of the capitalised equivalent of 
that income upon sale or other “occasion.” Modern administra- 
tive practice has made us familiar with the “lump sum” method, 
and it is to this, in consequence, that we incline to transfer the 
term “unearned increment”; but Mill’s original idea is not 


1 Principles, Book V. ii. § 5. 
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wholly absent from the increment value duty in its application 
to mineral properties.!_ It is curious to note that the legislative 
enactment which carries out his proposal does not contain the 
words “earned” or “unearned” at all, and that their use by 
the legislature and the administration is in a connection quite 
different, to mark a distinction which Mill certainly dealt with 
but which-he made by other adjectives. 

For it will be clear from the passage quoted that the essential 
differenti of the class ‘‘unearned increment or income” were 
“absence of exertion” and “passiveness.” In the paragraphs 
preceding Mill discussed a tax on incomes, and the necessity for 
some differentiation between various classes of income, but in this 
connection he uses such words as “temporary,” “permanent,” 
“precarious,” “perpetual,” and “‘industrial”—the terminology of 
the vigorous discussion of which Mr. Hubbard was at that time 
the leading spirit. 

At the present time the word “unearned” is being used in 
economic, political, and general literature, with at least three 
distinct meanings. These connotations are to a considerable 
extent incompatible, or perhaps it should rather be said, are upon 
different planes, and can never meet. Analysis of current litera- 
ture shows that the resultant confusion is becoming serious, and 
this article is a plea for definiteness and uniformity in the use 
of terms. Anyone who has entered into public controversy knows 
how much time and energy are wasted through lack of precision, 
and that in debate disputants often do not really meet because 
they are talking of different things. 

The first sense in which the term “unearned ” ig employed is 
the Revenue, or income tax, sense. It is only the converse, 
“earned,” which is defined and used in the Finance Acts, but 
“unearned ” naturally arises in the ordinary course of administra- 
tion. “Harned income” is defined as follows :— 

“Any income arising in respect of any remuneration from any 
office or employment of profit held by the individual, or in respect 
of any pension, superannuation, or other allowance, deferred pay, 
or compensation for loss of office given in respect of the past 
services of the individual, . . . and income immediately derived 
by the individual from the carrying on or exercise by him of 


1 Section 22 (2) of the Finance (1909-10) Act, 1910, provides that increment 
value duty for minerals comprised in a mining lease or being worked shall be 
charged annually, and instead of being estimated as a capital sum, the increment 
shall be the excess of the rental value over the annual equivalent (two twenty-fifths) 
of the ‘‘ original ” capital value. By Section 6 (3) the duty on increment attaching 
to property belonging to corporate bodies may similarly be taken as an annual tax, 
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his profession, trade, or vocation, either as an individual, or, in 
the case of a partnership, as a partner personally acting therein.” 

The implied connotation of “unearned” is clearly the same 
as Mill had in mind, but it is lifted from the sphere in which 
he employed it to be used in the differentiation of the income tax, 
which he had planned on different lines. The Select Committee 
appointed in 1906 was asked to report upon differentiation between 
“permanent and precarious incomes,” and this took up once 
again the discussion of.1861, but.another kind of differentiation 
emerged from their Report :— 

“Before your Committee considered the practicability of 
differentiating between permanent and precarious incomes they 
felt it desirable to define clearly the meaning of the terms 
‘Permanent’ and ‘Precarious.’ Other terms which have been 
used are ‘Industrial’ and ‘ Spontaneous,’ ‘Earned’ and ‘ Un- 
earned,’ and incomes resulting from ‘ Investment ’ and ‘ Personal 
Effort.’ It is obvious that there are incomes from investments 
which are not ‘Permanent.’ There are also incomes which are 
‘Earned’ by ‘ Personal Effort’ which are less ‘ Precarious’ than 
many which are derived from investments. Probably the words 
‘Earned’ and ‘ Unearned’ most accurately represent the distinc- 
tion we have in our minds. 

‘Your Committee are not able to provide a completely logical 
and satisfactory definition of what constitutes an earned, as dis- 
tinguished from an unearned, income. There is a large number 
of cases which for practical purposes must be placed under the 
heading ‘ earned,’ into which the elements of investment and re- 
turn upon capital distinctly enter. ... The line of demarcation is 
not strictly logical or accurate, but if the profits of private traders 
be regarded as earned, and those of public companies and similar 
undertakings as arising from investment, a rough working dis- 
tinction would be established which would probably meet with 
general acceptance.” Their recommendation for a restriction of 
the allowance to the smaller incomes was based entirely upon the 
view that in the larger businesses the capital element predominates. 

It is not the present purpose to discuss the compromises in 
practice which treat the simple interest upon capital in a man’s 
own business as earned income, or the dividends drawn by the 
proprietor from a “one man” private limited company as un- 
earned, nor is it necessary to consider the case for differentiation, 
and the various reasons by which it is justified. It is only neces- 
sary to see clearly that the line of distinction is that of passivity 


or inaction on the part of the recipient of the income. Now this 
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is also the line of division underlying the increment duties, both 
here and in Germany. Our British law does not use the terms, 
but no duty is payable upon any increment which is “directly 
attributable? to works executed or expenditure . . . incurred 
bond fide by or on behalf of or solely in the interests of any person 
interested in the land... .”’ The German law is even more 
explicit, for its first section speaks “. . . von dem Wertzuwachs, 
der ohne Zutun des EKigentumers entstanden ist . . . ,” so that 
contribution or co-operation is considered in both cases. 

But the point to be noted is that the inaction or “passiveness ” 
is not co-extensive in the two cases. For the application of the 
income tax a person’s whole income is divided into two parts, 
viz. : (1) that which is due to his active physical and mental con- 
tribution and direction, and (2) that which is not. For the appli- 
cation of a special increment tax the latter part, the “unearned” 
income, is subdivided into two parts, viz. : (1) that which existed 
at the datum line plus what is due to his capital contribution 
since, and (2) that which is not so due, and which is “unearned” 
by the co-operation of the owner in body, mind, or possessions. 
The predication of activity and passivity remains the same, but 
the subject or agent is wider, and the object or range narrower, 
in the case of present increment taxes. The test of division is 
contribution, and is essentially objective. 

The next use of the terms “earned” and “unearned” gives 
them a subjective and qualitative connotation, for they are made 
to convey moral and ethical implications, and to express relation 
to some subjective standards of quality. No one can read the 
propagandist literature from the time of Mill through the “single- 
tax” periods down to the 1910 land campaign without realising 
that these implications were allowed to creep in and occupy a 
disproportionate part in argument. Their appeal to primitive 
passions was an effective finish to political harangue. So the 
landlord, after being convicted of receiving something for nothing 
(in the way of action or function) may be shown to live the life 
of a wastrel, ‘“battening” on the labour of others, consciously 
hard and unrelenting. Doubtless, too, the fact of large aggrega- 
tions of “unearned wealth” in the hands of single individuals has 
an ethical, as well as an economic, import that has been in- 
creasingly realised in late years. One need not look far, therefore, 

1 For the difference between British law which allows the whole effect of the 
expenditure, and the German Imperial law which allowed the actual expenditure 
plus interest thereon, see the article by the present writer: ‘‘ Taxation of Unearned 


Increment in Britain and Germany—a Comparison,” Local Government Review, 
December, 1912, 














to find reasons for the new elements of meaning that these words 
have gained. They have been completely given over to this 
sense, and filled up by it, in Lord Hugh Cecil’s exposition of 
political theory, “Conservatism,” in his Chapter on Property and 
Taxation. 

He furnishes the word “unearned” with a complete and special 
ethical connotation of his own, which is thereupon postulated 
as the general connotation and as the basis of the modern taxing 
idea. He has then little difficulty in showing that this ‘“un- 
earned ” aspect of wealth is quite fallacious as a canon for taxation, 
and by sweeping it away he comes to the conclusion of his 
argument in triumph. It is not too much to say that he ignores 
both the general revenue significance of the term already dealt 
with, and also the special economic sense to which reference will 
be made hereafter. After dealing with the necessary limitations 
on absolute ownership, he says : “The conception which lies more 
or less definitely in people’s minds, that a man is justly entitled 
to what he owns because he has deserved to acquire it is, I suggest, 
a delusion ; and all consequent distinctions about earned or un- 
earned increment of wealth are equally unfounded.” 

After a space he goes on: “Let us say, then, that a man gets 
wealth by lending his possessions or lending his exertions. A 
distinction may fairly be drawn between the two forms of lending, 
and the word ‘earning’ may be properly applied to the second 
method of acquisition. But if so, ‘earning’ must not be under- 
stood to connote any element of desert ; for a moment’s considera- 
tion is sufficient to show that exertions are not paid for in 
proportion to their desert.” Here he compares the easy gains of 
popular or vicious writing with the niggardly profits of good 
scientific work, and refers to the fact that a barrister and a 
ploughman, a prima donna and a labourer, do not necessarily 
differ in desert. He continues: “The whole process is non- 
ethical, and upon whatever ground the owner can claim a right 
to his gain, it cannot be on the ground that he deserves it.” 
After dealing at some length with the nature and causes of 
“increment,” he says :— 

“Tt seems, therefore, evident, that the claim of the people, 
either as users or as an organised community, to appropriate 
either all the value of land or any particular increment in that 
value because they have created it and are therefore entitled to 
a share of it different from what they can fairly claim in respect 
to anything else, is a pure delusion . . . But if it be once realised 
that the forces that make wealth are never ethical, and that the 


1915] THE MEANING OF ‘‘ UNEARNED INCOME ” 169 





iit ore ee 














170 THE ECONOMIC JOURNAL [JUNE 


gains made by lending any possession, whether it be land or 
money or anything else, are equally unearned, and that even those 
gains that depend upon exertion do not correspond to desert, 
the whole conception expressed in the phrase ‘unearned incre- 
ment’ is cut up by the roots. All property is seen to be on the 
same moral level, as something acquired without injustice, that 
is to say without fraud or violence, but not meritoriously so that 
the owner’s title may rest on his virtues.” After remarking that 
“moneylenders differ infinitely in desert,” he concludes that the 
categories “earned” and “unearned” are unsound, and “taxation 
according to merit can seem possible only to the confused in 
thought.” 

It is, however, quite certain that our present tax authorities 
afford no favours on the basis of desert; illegal gains can be 
charged to income tax,’ and there is no doubt that a professional 
burglar, in making a return for assessment, could claim the lower 
rate on “earned income.” 

The third connotation of “unearned” is economic and func- 
tional. So far as the individual is concerned, it is subjective—not 
ethical, but psychological and hedonistic. Mr. J. A. Hobson is 
perhaps most closely associated with this use of the term, and 
it will be unnecessary to give here any exposition of his doctrine 
of surplus. In his words? there is a ‘‘ fundamental distinction 
between costs and surplus. Costs, or the payments necessary to 
evoke and maintain the use of the existing power of production, 
represent the permanent harmony between capital, labour, and 
ability. . . . The surplus passes in innumerable fragments to 
the owners of a scarce factor of production, wherever it is 
found. . . .” But the surplus is divisible into two parts. The 
“productive surplus” coming as a rise of interest, profit or wages, 
causes growth in the industrial structure by bringing into produc- 
tive use more or better capital, labour, or ability. It is necessary 
to the progress of society. But the unproductive surplus arises 
where scarcity “enables a factor to extort a price for its use 
which is not effective for stimulating supply ’—it includes “the 
whole economic rent of land and such payments to capital ability 
and labour . . . as do not tend to evoke a fuller or a better 
productivity.” 

It will be obvious that this distinction is very different from the 
others. Interest is “unearned” in the Revenue sense, but in the 
Hobsonian sense only excess interest beyond the minimum for 


1 See Judicial dicta in Partridge v. Mallandaine, 18 Q.B.D. 276. 
2 The Industrial System,:p, vii. 
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use of capital plus compensation for risk, &c., is “unearned.” 
Similarly, all the profits of a private business or from professional 
services are ‘‘earned” in the Revenue sense, whereas in the other 


view parts of the profits may be “unnecessary” to make the busi- 
ness or professional man work just as well and just as hard, and 
those parts are therefore “unearned.” 

Moreover, particularly in regard to interest, the “unproductive ” 
part is not a constant for all individuals—it is essentially a psycho- 
logical and personal question. The whole fund of saved capital is 
the resultant of many different forces, and the effect of lowering 
the rate of interest may diminish the tendency to save with some, 
increase it with others, or leave it unaffected. Even a four per 
cent. rate contains an unproductive non-functional surplus for 
some individuals, and a ten per cent. rate may be wholly produc- 
tive and functional for others. As Mr. Hobson says :— 

“This :objectively conceived surplus is supplemented by a 
subjective ‘surplus’ consisting of the differential ‘surpluses’ of 
certain owners of producing power who do not require the payment 
of the normal minimum price as an inducement to evoke the 
industrial use of the particular power which they own.” On the 
application of taxation to income so distinguished he says: 
“. , . the rough distinction at present drawn in the income tax 
of Great Britain between earned and unearned incomes, from 
£700 to £2,000 per annum, is open to serious criticism on the 
ground that it implies all ‘ interest’ to be unearned without distin- 
guishing between minimum and surplus rates. To some extent 
it thus certainly operates as a deterrent of saving and investment. 
There is no reason to assume that high salaries or profits of 
business or professional men do not contain ‘ unearned’ elements, 
and no reason to treat low dividends upon invested capital as 
‘unearned’ by their recipients.” 

He is, of course, well aware himself that his use of the term 
“unearned” is a special one, but some of those who follow his 
lead and expound his doctrine, drop his inverted commas, and slip 
easily into the adoption of the sense as though it were the conven- 
tional and actual sense. For example, Professor Hobhouse incor- 
porates the doctrine of social surpluses in his rationale of 
Liberalism.1 “The equation between function and sustenance is 
the true meaning of economic equality,” and the surplus over sus- 
tenance should be available for social purposes. He then discusses 
“unearned” income on these lines, and says that “policy is on 
the right lines in beginning the discrimination of earned from 


1 Tiberalism (Home University Library), Ch. viii. 
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unearned income. The distinction is misconceived only so far 
as income derived from capital or land may represent the savings 
of the individual and not his inheritance. . . . If Liberal policy 
has committed itself not only to the discrimination of earned and 
unearned incomes, but also to a super-tax on large incomes, the 
ground principle, I take it to be, is a respectful doubt whether 
any single “individual is worth to society by any means as much 
as some individuals obtain . . . the principle of the super-tax 
is based on the conception that when we come to an income of 
some £5,000 a year we approach the limit of the industrial value 
of the individual. . . . The true function of taxation is to secure 
to society the element in wealth that is of social origin.” Pro- 
fessor Hobhouse may have discovered some excellent alternative 
reasons after the event, but it is idle to pretend that these were 
the actual grounds of the change, and one might search Hansard 
and the Committee’s reports in vain for them. The achievement 
of progressive taxation by a super-tax had a frankly facultative 
basis, and was the application of the marginal theory of value 
to individual incomes of different amounts; while differentiation, 
in nearly all its reasons, is a refinement of pure faculty, or “ability 
to pay” ; and the doctrine of social surpluses had no place in either. 
The changes in the Budget of 1914 merely confirm this view. 
The same ostensible reasons have actuated all differentiation in 
foreign income taxes between income from property and income 
from personal exertion.! Nothing will be gained by conveying 
the impression that the term “unearned” in actual life has any 
connection with the doctrine of surplus. 

References have intentionally been made to writings in which 
the several connotations are distinct, but others might be cited 
in which the sense shifts from one to the other, or in which 
elements of more than one are present. There is no necessity 
to exhibit the incompatibility of these meanings, or to labour 
the point that some fearful and wonderful conclusions may emerge 
from such mixed premises. It will suffice to say that with the 
distinctions clearly in mind the responsible fallacy in much current 
argument can be readily tracked home. 

A passing reference should be made to the popular objection 
to the term “unearned” as applied to income derived from savings 
out of earned income. It was recently voiced in the House of 
Commons by an ex-Minister : “I think the Chancellor only adds 

1 Vide, for example, The Italian Law, Art. 52, Rigolamento 11 luglio, 1907; and 
also the Victorian Income Tax Acts 1895 and 1896, where the distinction is expressed 


as ‘* produce of property ” and income from ‘*‘ personal exertion.” 
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to his difficulty in defending this distinction by the nomenclature 
he has employed . . . peculiarly unfortunate because it does not 


’ 


bear any real reference to what the actual distinction is,” viz., 
a distinction between income from present exertion and income 
from investments.'. Mr. W. H. Mallock apprehends that it is 
regarded as crucial for effort and “earned” income to “syn- 
chronise,” and treats this aspect at some length,” in particular 
relation to the rent of houses, which he transfers to the earned 
category by reasoning based upon a.comparison between the 
remuneration for the daily erection of perishable tents and that 
for the erection of a permanent structure yielding rent. The 
crucial test by cessation of personal effort is ignored, and the 
reasoning is economically unsound because of the confusion 
between the income from the supply of labour and skill, and the 
income from the supply of “waiting.” 

It is no part of the purpose of this article to deal with the 
question of differential treatment of interest from the investment 
of savings of personal earnings, which, moreover, is not really 
on all fours, as is sometimes supposed, with pensions which are 
deferred pay and have never been previously at the disposal 
of the servant. This question is bound up with the larger one 
as to the propriety of taxing savings at all in a general income 
tax, whether in the sense in which Mill was against it, or the 
sense in which Professor Pigou discusses the differentiation 
between the uses of consumption and saving,® “‘ lowering the 
attractiveness of the savings use relatively to that of the consump- 
tion use.” This subject is a wide one, and it is only necessary to 
say here that a crucial difference exists between measuring faculty 
by reference to the gross income (although duty may be payable 
only upon the net), as in the case of life insurance premiums 
in the existing income tax, and measuring faculty by the net 
income, as in the case of insurance premiums and the super-tax. 
The taxation of reconverted or consumed capital on the basis of 
income would be essential if the system were not to fall into 
chaos, and this would involve allowing no depreciation of 
machinery, &c., unless there were bond fide renewal. 

On all grounds it would seem desirable to keep the phrase 
“unproductive surplus” for the Hobsonian sense ; to use various 
terms, from “undeserved profit” to “ill-gotten gains,” for the 
Cecilian distinctions; and to reserve the revenue adjective, 


1 Mr. Austen Chamberlain : vide Hansard, 14th May, 1914. 
2 The Nation as a Business Firm, p. 192, 
3 Wealth and Welfare, p. 372, 
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“unearned,” for income from, or increment in, the value of in- 
vested capital unconnected with personal exertion or expenditure. 
In all three cases the method of distinction relates to the getting 
of income; but while the reasons for making the distinction in 
the two former are bound up also in the way income is got, in 
the last the reasons lie really in a difference in the spending 
obligations which the two classes of income entail. Are they 
equally available for practical purposes of taxation? When police 
court decisions and the criminal code are a set of correct moral 
judgments, and when the economist in his laboratory can isolate 
surplus with unfailing ease and run the process as a commercial 
proposition, then perhaps some future bureaucracy, indeed, long 
possessed of the taxpayer’s body, will learn how to take him 


soul and spirit too. 
J. C. Sramp 




















THE EARLY RECORDS OF A GREAT MANCHESTER 
COTTON-SPINNING FIRM. 


THe firm on whose records this article is based has had a 
continuous history since 1791. Since 1795 practically all the 
correspondence to and from the firm, as well as the more 
important business books, have been preserved, giving an 
authentic record of a typical cotton-spinning firm, from that stage 
of the Industrial Revolution when the cotton industry was 
beginning to rise into prominence. In this article a brief account 
will be given of the origin of the firm, and of its development 
during the first twenty-five years of its existence; also, of its 
relations with the market for raw cotton on the one hand, and 
with the market for yarn on the other. 

Originally the firm consisted of four partners, Messrs. James 
McConnel, John Kennedy, Benjamin Sandford, and William 
Sandford. The two former were members of a group of young 
men who came to Lancashire from a country district in Kirkeud- 
brightshire, in the south of Scotland, in the eighties of the 
eighteenth century. It appears that this immigration must be 
regarded as of considerable importance in relation to the Lanca- 
shire Cotton Industry in its early stages. Other members of the 
group were James Kennedy, brother of John Kennedy, and Adam 
and George Murray, who also succeeded in establishing them- 
selves as prominent Manchester cotton-spinners. In addition, a 
brother of James McConnel became manager of McConnel and 
Kennedy’s factory in 1799, while another brother of Kennedy 
played an important part in developing the commercial side of 
the concern in the Glasgow market. For many years at the 
beginning of the nineteenth century the firms of McConnel and 
Kennedy and A. and G. Murray seem to have supplied the bulk 
of the fine yarn consumed in this market; invariably the price 
at which the representatives of the former firm were instructed 
to sell was determined by the price offered by the latter. There 
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is abundant evidence in the correspondence that one firm was 
constantly played off against the other by the Glasgow consumers. 
Their position in Manchester is indicated by an undated valua- 
tion of Manchester factories, probably made in 1809, in which 
the two firms appear. Murray’s factory was valued at 
£20,455 16s., and that of McConnel and Kennedy at £18,152 14s., 
the highest valuation among the other sixty-four factories 
enumerated being £10,130 8s., while the great majority of the 
remainder were much smaller in amount. 

The partnership referred to above was entered into in 1791 
for four years, and at the risk of repeating what is well known, 
it is necessary to say a word regarding the condition of the cotton 
industry at this time. During the preceding twenty years the 
inventions associated with the names of Arkwright and Crompton 
had made possible immense advance in the technique of cotton- 
spinning, which had been made still more practicable by the 
success which had attended the efforts of Boulton and Watt to 
adapt the steam-engine to the driving of machinery. In one 
of a number of letters preserved among these records, written by 
Crompton, relating to his invention and his efforts to obtain due 
recognition, le states that in 1780 the cotton trade was in its 
infancy. Between this date and 1790 considerable development 
took place, which he attributes to the invention of the “mule.” 
At any rate, it is certain that a great impetus was given to cotton- 
spinning during this decade, and consequently to the production 
of the requisite machinery. It was the reports of “the great and 
extraordinary discoveries that were beginning to be introduced into 
Manchester for spinning cotton by new and curious machinery”! 
which induced Robert Owen to leave Satterfield’s and become 
partner with his informant, as a maker of “mules” in 1789. 
Owen’s case was typical of many others. There is much evidence 
that many individuals, who later became noted cotton-spinners, 
commenced as makers of the new machinery, or combined this 
function with that of mule-spinning. The firm with which this 
article is concerned began with such a combination, and as it 
expanded continued to make “mules” for its own use, long after 
it had ceased to accept orders for machinery from other firms. 
The objects laid down in the partnership agreement of 1791 are 
“the buying materials for cotton machines, in making and selling 
machinery, and buying, manufacturing, and selling cotton.” 

At this point one or two other interesting items in the agree- 
ment may be noticed. Each of the four partners is described as a 


1 Autobiography of Robert Owen, p. 22, 
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machine-maker and cotton-spinner, but other evidence indicates 
that the Sandfords were already in business as fustian warehouse- 
men. McConnel and Kennedy had both served an apprenticeship 
with a machine-maker, a relative of the former, at a village called 
Chowbent, a few miles outside Manchester, then a place of much 
greater relative importance than it is at the present day. On the 
completion of their apprenticeship both made their way to 
Manchester, McConnel preceding Kennedy by a year or two, 
during which time he appears to have worked as a cotton-spinner. 
It was on Kennedy’s arrival at Manchester that the partnership 
with the Sandfords commenced. The joint-capital with which the 
firm started amounted to £600, of which £350 was contributed by 
the Sandfords, and the remainder by the other partners. The 
management of the concern devolved almost entirely upon 
McConnel and Kennedy, the Sandfords agreeing to assist in the 
evening and in the time which could be spared from their other 
business. The remuneration allotted to each of the managing 
partners was £40 a year. As already mentioned, the partnership 
agreement was for four years, and during this period no partner 
was to receive from the firm more than his share of any profits 
which might be made, but a restriction was imposed. It was 
further agreed that if any partner availed himself of his right to 
receive his share of profits, he should pay “lawful interest for such 
sum untill the same shall be refunded and brought back into the 
said joint-stock it being intended that the Profits of the said Trade 
(except so much thereof as is to be allowed unto the said James 
McConnel and John Kennedy for their extraordinary trouble in 
the managemént of the said Business as aforesaid) shall accumu- 
late and not be taken out of the said joint-trade except in cases 
of necessity.” There are no records of the business transactions of 
this early partnership, but it is fairly clear from the records of the 
firm of McConnel and Kennedy, which commence in 1795, that 
the lines of development laid down in the partnership agreement 
had been followed, and considerable success attained. Entries in 
the Day Book of this firm reveal the fact that the net gain accru- 
ing to each of the partners, as a result of the four years’ working, 
amounted to £816 6s. 03d. 

At the beginning of the partnership the firm had rented some 
premises, in which they made machinery for their own use and 
for other firms. Their own mules for spinning were fixed up in 
any convenient room they could find, but after a time it was 
decided to rent a portion of a factory, of which the other portion 
was occupied by the owner. On the dissolution in 1795 the Sand- 
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fords continued on the same premises, which they still occupied as 
cotton-spinners in 1807, and the firm was in existence in 1816, 
having evidently enjoyed a prosperous career. The chief interest, 
however, is with the partnership which continued between 
McConnel and Kennedy. They rented another building, near to 
the one previously occupied, and continued the two businesses of 
machine-making and cotton-spinning. Before the end of 1795 
they were able to rent part of another factory, and for the next 
thirty years their record is one of continual expansion. In a 
Government return of 1833, made in connection with the inquiry 
as to the employment of children in factories, it is stated that 
additions had been made to the works in 1796, 1800, 1802, 1805, 
1818, 1820, and 1825. In 1802 the number employed was 312, 
which had increased in 1819 to about 1,150, and by the time the 
above return was made it had again increased to about 1,600. 
In 1797 steam power was adopted in place of the horse, or hand 
power previously used, Boulton and Watt supplying a sixteen 
horse-power steam-engine at a price of £831 2s. In 1833, 156 horse- 
power was required to drive the machinery. A more vivid record 
of progress is given, however, by the growth of capital in the 
concern, from its commencement on March 2nd, 1795, to 
December 31st, 1810, which was as follows :— 


£ s. d. | £ s. d. 

March 2nd, 1795 ......... 1,769 13 14 | Dec. 31st, 1803 ......... 47,389 11 8} 
Dec. 31st, 1796 ......... 7,026 6 O8 | = sy WEMMENED <5 cusuces 62,363 11 2} 
i s¢) | MMEE, senwcucees 9,812 12 54 | oe 5g ED pecs 67,207 10 11# 
= 5p) MS cancvasee 10,964 15 113 | sg » 1806 ........ 68,911 138 114 
- sp CRD casenceess 15,724 9 1 | os a eee 75,088 4 54 
Soe. 21,768 811 | ,, » 1808......... 79,687 6 2% 
ee RS 29.783 10 23} |, ,, 1809 ........ 78,632 6 114 
a eb er 40,477 6 8 | ms ‘. TBO vcccscxee 88,374 10 63 


During the first ten years of the partnership of McConnel 
and Kennedy it is evident from their records that the policy of 
allowing the profits to accumulate in the business, as laid down in 
the early partnership, had been continued. The amounts received 
by the partners from the business formed but a small proportion of 
the total profits made. This partnership continued from 1795 to 
1826, when Mr. Kennedy retired. He is now remembered by his con- 
tributions to the Manchester Literary and Philosophical Society. 
On his retirement the two eldest sons of Mr. McConnel were 
introduced, the firm taking the name of McConnel and Co. In 
1831 the senior partner died, and a younger son became partner, 
the business being carried on by the three brothers until 1861, 


1 Mr. William Sandford appeared in this year as a witness before the Select 
Committee on the state of children employed in manufactories. 
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when the two senior partners retired, leaving the junior partner 
sole proprietor. Four years later the firm became a limited com- 
pany under his management, the task being undertaken in 1880 
by his son, who has retained it since that time. In 1898 the amal- 
gamation known as the Fine Cotton Spinners’ and Doublers’ 
Association was formed, the firm of McConnel and Co., Ltd., 
becoming a member, as well as several other firms, whose history 
reaches back to the early years of the nineteenth century. 

The general method by which the Lancashire cotton-spinner of 
the present day obtains his raw cotton is through the agency of 
“buying” and “selling” brokers who connect him with the 
Liverpool cotton merchant. In the early years of the firm with 
which we are concerned a method somewhat different prevailed. 
Transactions through brokers do not become common until after 
the first decade of the nineteenth century. The usual method was 
that of purchase from a Manchester dealer, who bought the cotton 
in the markets at Liverpool, London, and Glasgow, or imported it 
himself, and retailed it in small quantities to the spinners, allow- 
ing them long credit. The importance of these dealers in the 
development of the cotton industry is obvious. The usual terms 
when cotton was purchased through a Liverpool broker were ten 
days’ credit and payment by a three months’ bill. These terms 
are usually spoken of as a cash payment. It is evident that the 
rapid expansion of the cotton industry which did take place would 
have been almost impossible on this basis. Long credit on pur- 
chases of cotton was essential to the progress of firms with a small 
amount of capital at their disposal, and there can be little doubt 
that this was the position of the typical firm at the beginning of 
the nineteenth century. The experience of McConnel and 
Kennedy as revealed in their records may be regarded, in all 
probability, as the general experience. Between 1795 and 1815 
there are three well-defined stages in their methods of purchasing 
raw cotton. Until about the close of the eighteenth century the 
purchases are made in small quantities from Manchester dealers, 
ten bags being a large purchase; more often it was from one to 
five. The usual terms were two and two months, meaning a credit 
of two months and payment at the end of that time by a two 
months’ bill. During the early years of the next century the 
purchases became much greater. Instead of two or three bags, 
some of the purchases extend to fifty or sixty, involving a sum of 
£2,500 to £3,000, instead of the £250 or less which had been the 
case hitherto. But with the increase in the quantities purchased 
there also takes place an extension of credit. Instead of two 
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months we find four, and in some cases as much as eight months’ 
credit allowed, five or six months’ being by no means uncommon. 
Part of the explanation is, no doubt, that by this time the firm had 
secured the confidence of the dealers, who were willing to risk 
much larger sums for a longer period ; but the importance of the 
lengthened term of credit to an expanding business requires no 
emphasis. The third stage is definitely reached about 1812. From 
the beginning of the century periodic reports had been received 
from a Liverpool broker, which became more and more frequent, 
until one is received every three or four days, regarding the price 
of cotton, public auctions, the buyers, particularly when they 
happen to be Manchester dealers. Occasionally the broker is asked 
to send samples of cotton, and when the price and quality are 
suitable instructions are given for him to make purchases on 
commission. By the date mentioned this method becomes usual. 
What it meant to the buyer was, of course, that instead of the 
long credits allowed by the Manchester dealers he had now to be 
satisfied with the invariable Liverpool terms of ten days’ credit 
and payment by a three months’ bill. As regards the Glasgow 
market, instances occur in which cotton is purchased through a 
broker, and long credit still allowed. The obvious inference is 
that by this time McConnel and Kennedy were so placed in respect 
of capital that they could afford to ignore the terms of credit. 
Evidently it was more profitable to pass by the Manchester dealer 
and pay the broker the customary half per cent. for making pur- 
chases. But there are strong reasons to believe that the change 
did not apply only to particular firms; it is probable that it was 
general. Within the next few years we find some of those from 
whom the firm had bought in previous years sometimes acting as 
buying brokers on its behalf, and at other times selling to it on 
terms which differed from the Liverpool terms only in the fact that 
fourteen, instead of ten, days’ credit was allowed. 

During the early years of the nineteenth century there is, 
however, another movement traceable in the records of McConnel 
and Kennedy, which is of some interest at the present time, in 
view of the insistent claim that the Manchester cotton-spinner 
might avoid much unnecessary expense by the adoption of the 
system of direct purchase. In 1806 a commission merchant from 
Charleston had been in Manchester and had pointed out the advan- 
tages of buying cotton direct from America. On his return 
periodic reports were received, somewhat similar to those received 
from the Liverpool brokers, which contain much interesting in- 
formation. In 1807 a trial order was given by McConnel and 
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Kennedy, but there is no clear indication that it was fulfilled. It 
is certain that some months later cotton of a suitable quality had 
not been met with at the price they were willing to pay. Shortly 
afterwards the embargo on American trade was imposed, and there 
are no further suggestions of direct purchase until 1809. In 
August of that year another order was given, which again had 
to be postponed owing to the passing of the non-intercourse Act, 
the effect of which was to raise freight charges to a high figure, 
owing to the circuitous route which the vessels had to take. 
Ultimately the order was sent in January, 1811, and an abstract 
of the charges will make clear what was involved in such ship- 
ments at the time :— 








$ 
* bags Sea Island Cotton at 32 cents per Ib. .......ee...ce cece 1701°76 
,33 i, a@ | caseesiaasessee wees 4534-86 
wharfage, and storage eaeLcaeadaes tutes sasarccseesessansadeds 17:00 
Negro mending bags, watching, etc. ..... ..... seeseceeceeeeeeeeseee 5:25 
Commission at 5 per cent. .............. 6. ceeceeee ceceeeee teens eeceee 812:94 
$6571°81 
£1,533 8s. 5d. 








To meet this account bills are drawn on McConnel and 
Kennedy for £1,614 2s. 6d., which allows five per cent. for 


discounting. 
The next series of charges are made at Liverpool by the broker 


to whom the cotton was consigned :— 





&: &, di 
Freight charges from Charleston on 18,503lbs.at 24d. perlb. 192 14 11 
PPEMMOGO,. CPOE COI G ec ac<552. 655205 seScunesd -6vcs\Cotseuns: secemeestaat 912 8 
Import duty on 18,503 lbs, at 16s. 11d. per 100 lbs. ......... 15610 1 
Discount on Bill for Duty TE 7 
Entry and Towns’ Duty ............ccccscssccscsscescesceseecosceces 1) 
OMI OR vance. cvevsceucscesadaveosyscasvaeds 5 0 
Cartage and Porterage ..............csssssssoscescccscece soreeesecees 110 6 
Commission at 4 per cent., the cotton being valued at 
PU C8S DES vane saiasicasnraedsscavasexnceccisucenicssacessseueete 8 910 
£370 5 9 
Freight from Liverpool to Manchester ............666 ...sseee-+ 9 ” ; 
1 


POBtBQes 0.0.0.0 seceeeeersrseceeseesteeseceeeeeecteaeeeteneeeasesenae ces 
Charges in America ............ Ud sctudcnespa diane cated’ 1,614 2 6 





£1,994 19 0 








The price of the cotton works out at about 2s. 1Zd. per lb., 
and as the highest price paid by McConnel and Kennedy for Sea 
Island cotton purchased from a Manchester dealer during 1811 
was 2s. 14d., on which five months’ credit was allowed, the trans- 
action does not seem to have resulted in a great gain. 

The principal markets supplied with yarn by McConnel and 

No. 98.—voL. xxv O 








182 THE ECONOMIC JOURNAL [JUNE 


Kennedy between 1795 and 1815 were five in number: Man- 
chester and district, Nottingham, Glasgow and Paisley, Belfast 
and district, and the foreign market. Only the conditions of 
trading as regards the British markets will be indicated in this 
article. In the first place it should be noticed that from the 
beginning the firm devoted itself mainly to the spinning of fine 
counts. In-the early years the reluctance to spin coarser counts 
was not so great as later ; usually, however, a demand for numbers 
below 70’s was supplied by purchasing from other spinners, for 
which a commission of two and a half per cent. was charged. The 
counts upon which the firm concentrated ranged from 80’s to 
200’s, the bulk of the spinning being about 130’s. This probably 
accounts for the fact that the amount of yarn supplied to the 
local market seems to have been comparatively small. In the last 
years of the eighteenth century several individuals were supplied 
with “rovings”—cotton after it has passed through the processes 
preparatory to spinning—but they were men, evidently in a small 
way, living in some of the villages a few miles round Manchester. 
It was not uncommon for them to return the box in which the 
rovings had been sent, filled with yarn, with a request that 
McConnel and Kennedy would sell it, reimburse themselves for 
the rovings, and return it, again filled with rovings. So far as 
this firm is concerned, such customers disappear with the begin- 
ning of the nineteenth century. There were, however, several 
customers for fine yarn in such towns as Preston, Bolton, Bury, 
and Chorley, but the quantities supplied were small compared with 
those supplied to other markets, and from the difficulty often 
experienced in securing the settlement of accounts, it may be 
assumed that many of them were not very prosperous. All these 
local firms traded directly with McConnel and Kennedy, the terms 
on which the transactions were carried on being two months’ 
credit and payment by a two months’ bill. 

The second market, which we have called the Nottingham 
market, consisted of customers located in the counties of Derby 
and Notts. Up till 1815 the demand was not very great, but it 
became more important towards the end of the first decade of the 
nineteenth century, which may be connected with the fact that 
Heathcoat’s lace-making machine was not patented until about 
this time. Afterwards firms situated at Chesterfield, Matlock, 
Retford, Tideswell, Hathersage, Draycott, and Hucknall ex- 
pressed a demand particularly for the finer counts of yarn. These 
firms were engaged in the doubling trade for the Nottingham 
market, and their correspondence reveals the fact that they were 
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carried on by men who were rather illiterate, and the frequent 
failure to meet accounts when due suggests that they were not 
overburdened with capital. As with the firms in the Manchester 
district, the yarn was purchased directly, the terms of credit and 
payment being also the same. 

But throughout the period from 1795 to 1815 the chief market 
for fine yarns was the Glasgow market, which included Paisley, 
and here two methods of selling were in vogue. Direct purchasers 
bought on the terms of two months’ credit and payment by a 
two months’ bill. As the credit period was calculated from the 
receipt of the invoice, and yarn often required a considerable time 
to reach Glasgow, the actual length of credit was much shorter, 
as was frequently pointed out by the purchasers. Only those who 
possessed a fair amount of capital could buy on these terms. 
Many who did so were manufacturers, but it appears that they 
did not always use all the yarn themselves. A portion was re- 
sold, and evidence points to the fact that it was sold in small 
quantities on long credit. But there were also yarn merchants 
who bought solely for the purpose of re-selling. In the early 
years of McConnel and Kennedy, as might be expected, the aim 
was to dispose of as much yarn as possible on the short credit 
terms. From 1795, however, the firm had two or three agents 
to whom they consigned for sale on commission, and it is in 
regard to these that the second method of supplying the market 
is seen. On consigned yarn a credit of six months from the month 
of sale had to be allowed, as well as a commission of five per cent. 
to the agent, half of which was regarded as payment for selling, 
and half for guaranteeing the debts. Sometimes the agent would 
remit before the end of the period, but in the early years there’ 
does not seem to have been any definite agreement on this point, 
and when it did take place interest was charged on the amount 
until the account was due. 

In the early years of the nineteenth century the number of 
agents to whom yarn was consigned increased, which is no doubt 
explained, on the one hand, by the increasing capital of McConnel 
and Kennedy, and on the other by the system of remitting before 
the accounts were due bécoming part of the agreement with the 
agents. In 1807 consignments were being made to seven or eight 
different firms in Glasgow and Paisley. Some of these were manu- 
facturers, others were simply commission agents, but they were 
not merely yarn agents. They inform McConnel and Kennedy of 
thé state of the cotton market, send samples for inspection, and 


effect purchases when required. They were general agents rather 
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than agents for a particular commodity, just as were the Liverpool 
brokers who acted for the firm. In 1815, when a printed circular 
had taken the place of a written letter regarding the state of the 
market, cotton was only one among a number of commodities 
for which prices were given, and to which reference was made in 
the report. By 1807 the usual length of credit allowed by the 
Glasgow agents was seven months, but the arrangement was that 
they remit at the beginning of the month following the sales, 
charging interest at the rate of five per cent. for the six months 
which had to elapse before the accounts became due. All the yarn 
was not sold on these terms. Much was still purchased directly 
from Manchester, and also for cash from the agents. On the latter 
sales a commission of two and a half per cent. was allowed, as 
there was no necessity for a guarantee of debts. 

After the great collapse of 1810, concerning which a list was 
sent by the Glasgow agent, giving the names of 115 firms which 
had failed or stopped payment, a list which was by no means 
complete, as letters contain accounts of numerous failures for a 
considerable fime afterwards, the spinners supplying the Glasgow 
market called a meeting in order to secure joint-action to reduce 
the credit to five months. The proposal did not meet with much 
encouragement from McConnel and Kennedy, and ultimately it 
was allowed to drop, as was a similar proposal made five years 
before. The significance of this long credit should not be lost 
sight of and the importance of the commission agents in regard 
to it. Evidently they were fulfilling the same function as regards 
the manufacturers who required credit, as were the Manchester 
cotton dealers in relation to the spinners. 

In 1808 a change was effected in the system of agency. Owing 
to the events on the Continent, and particularly to the restraints 
which had been imposed upon American trade, McConnel and 
Kennedy became dissatisfied with the amount of yarn which had 
to be lying idle in the hands of so many agents. An arrangement 
was entered into by which one firm became their sole agent in 
Glasgow. At the same time an alteration was made in the com- 
mission. Instead of five per cent., with a guarantee of debts in 
full, a reduction to three per cent. was made, the guarantee to 
extend only to one-third of the debts. The system had the advan- 
tage of giving the agent a sufficient interest in the sales to prevent 
indiscriminate selling, and, at the same time, to reduce the 
expenses attendant upon sales. A method was also introduced of 
remitting at the end of four or five months, when the accounts 
had only two or three months to run, interest being deducted for 











1915] RECORDS OF A MANCHESTER COTTON-SPINNING FIRM 185 


this period instead of for six months as hitherto. The firm had 
now reached a stage at which it could afford to have some of 
its capital lying out on interest. 

The usual method of dispatching the yarn from Manchester 
was by road or canal to Liverpool, then by sea to Glasgow. In 
the case of those firms which bought directly, the yarn was con- 
signed to their shipping agent at Liverpool, who undertook the 
necessary arrangements for shipment, insurance, &c. With con- 
signed yarn a similar procedure was followed, except, of course, 
that the accounts were sent to McConnel and Kennedy. When 
urgent delivery was required the yarn was sent by road, the 
charge for this mode of conveyance in November, 1808, being 
14s. per cwt. for one cwt. and over, and 16s. below. On the other 
hand, goods would be carried from Glasgow at 12s. per cwt. In 
November, 1812, the charge was increased to 16s. per cwt. from 
Manchester to Glasgow. The rates of carriage were, however, 
a matter of constant contention, and it is probable that the list 
charges were often somewhat reduced by the process of bargaining. 

Between 1795 and 1815 McConnel and Kennedy carried on 
a large trade with the North of Ireland. Yarn was supplied to 
about fifty different firms. By far the larger number were situated 
in Belfast, but there were others at Londonderry, Greencastle, 
Lisburn, Bangor, and Dublin. Until the beginning of the nine- 
teenth century the most important customer was a Bangor muslin 
manufacturer. In the early years of the century this place had 
evidently become of some importance as a cotton-spinning centre. 
In 1807 a correspondent informs McConnel and Kennedy that he 
can get all his yarn under 100’s from Bangor, and a Bangor list 
is quoted in opposition to Manchester prices. But, although there 
were some large customers in Ireland, the market never assumed 
the importance of the Glasgow market. Until 1803 customers 
were only supplied directly from Manchester. In this year 
an agent was appointed, but the system of purchasing through 
him never seems to have become very popular with the more 
affluent customers. One of the reasons for his appointment was 
the difficulty of securing the payment of accounts, which was a 
very prominent feature as regards several purchasers. The com- 
mission allowed to the agent was the same as at Glasgow : five 
per cent., including the guarantee of debts. The system continued 
until 1809, when a change was introduced similar to the one at 
Glasgow. 

From the commencement of the agency constant trouble arose 
regarding remittances. It is apparent that the facilities for 
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negotiating bills were not very good, and the Belfast agent is so 
obscure in his explanations that it is not easy to discover what was 
the system in vogue. Apparently the bulk of the yarn was sold 
on terms of six months’ credit, the remittances being made two 
months after sales. From 1803 to the middle of 1806 interest was 
not charged for the remainder of the period, as at Glasgow ; 
instead, there was a charge for discounting, which ranged from 
four and a half to eleven and a half per cent. In 1806 the method 
of charging four months’ interest was introduced, and, at the same 
time, a premium ranging from one quarter to one and a quarter 
per cent. charged with each remittance. In answer to an anxious 
inquiry, the agent explained that no bank existed in Belfast, but 
only a discount office, and the premium was a charge made at this 
office for negotiating the bills, the amount varying according to 
the period over which they had to run. This system continued 
until the middle of 1809, when the change in the commission 
allowed to the agent took place. A reduction to three and a half 
per cent. was made, but instead of guaranteeing the whole of the 
debts, his liability was reduced to one quarter. On direct sales 
to Irish customers a commission of one and a quarter per cent. was 
allowed in return for a similar guarantee. But, in addition to 
these charges, throughout the whole period for which the account 
sales have been examined, the exchanges on London were appar- 
ently unfavourable, as the following table, giving the average 
amount deducted from the sales owing to this cause, will show :— 


1803—6 ¥ 1807—7 % 1810—8}% 1813—84%) 
1804—6 % 1808—8 1811-9 % 1814-5 7 
1805—64% 1809—8}% 1812—8 % 1815—94% 
1806—84% 


At the end of 1815 the exchanges were unfavourable to the 
extent of thirteen‘and three-quarters per cent., and the agent was 
very dubious about remitting in face of the dissatisfaction often 
expressed by McConnel and Kennedy. He proposed that the 
funds should be kept in the Belfast Bank, until the exchanges 
were more favourable, but pointed out that no interest would be 
paid for a shorter period than three months, but for this length 
of time interest would be allowed at the rate of four per cent. 
per annum. At this time the exchanges were unfavourable to 
the extent of ten and a half per cent., but the agent was advised 
to remit if the bank would allow no better terms. 


1 Owing to different currencies, this figure represented the par of exchange 
between England and Ireland, which neither party clearly realised. In 1813, 
however, the agent agreed to remit at this rate, but as the average rate proved lower 
the old system was re-adopted. 
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As might be expected, in face of these difficulties, a great 
difference usually existed between the price of yarn in Manchester 
and the price in Belfast, which was a great source of controversy. 
On one occasion the charges on an imaginary consignment were 
sent to the agent, to show that the net price realised in Belfast 


perhaps, of sufficient interest to be reproduced :— 


One bale, 360 ibs., 120’s yarn sold in Belfast at 9s. 9d. per lb. ...... 
PIRCOURE Ds cccstscacsccouesecerscses 


Commission and Guarantee 5% ... 
| Exchange 98% ......... swahavadsadanends 
fe @ 
Packing: tea chests, sheets, cords, etc. ...... 100 
Freight to Liverpool and expenses............... 12 6 
~ » Belfast, duty, etc. ............cececeees 400 
Insurance at 1} guineas ............... ieisemesikes 229 


One bale, 360 lbs., 120’s yarn sold in Manchester at 7s. 6d. per lb.... 


they had no bills on hand. 


1812, when they applied in great distress to their 








was little different from that realised in Manchester, 


which is, 











142 18 11 


715 8 





£135 3 8 
£135 0 0 


3 8 





In conclusion, it may be noticed that McConnel and Kennedy 
always insisted, with very rare exceptions, that the bills received 
by them should be drawn on a well-known London house, and 
this applies not merely to the Belfast market, but to all the markets 
which they supplied. This was often a sore point with some of 
their customers, who not infrequently stated that bills drawn upon 
themselves would be equally safe. So far as McConnell and 
Kennedy were concerned, however, the system had the advantage 
of enabling them easily to pass on the bills to their creditors, and 
comparatively few were returned for non-payment. Most of the 
bills received were disposed of in this way, the others being 
paid in to their banker, who again provided them with drafts upon 
a London banker when they desired to make a payment for which 


Throughout the period it is evident that very little coin was 
used, even for small payments, except for wages, and difficulty 
was not infrequent in this respect. The greatest difficulty which 
McConnel and Kennedy seem to have experienced was in May, 


agents in 


Glasgow and Belfast, requesting them to attempt to collect some 
silver coin to help them over the critical period. The Glasgow 
agent succeeded in sending about two hundred guineas in silver, 
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stating that he might be able to accumulate a little more in a 
month or two. The agent in Belfast had to reply that the only 
silver in circulation in that town were bank tokens for 5d., 10d., 
2s. 6d., and 6s., which would be of no use in Manchester. He 
further stated that 4d. in the £ premium had to be paid to obtain 
change of a note, and that he could scarcely obtain £5 mint coin 
in shillings and sixpences if he collected all that was in circulation 
in Belfast. In a later letter McConnel and Kennedy complain 
that a portion of the coin received from Glasgow could not be 
passed into circulation. 

During 1806, 1807, and 1808 it was customary to receive casks 
of copper coin fortnightly from Boulton’s mint. Other Manchester 
firms also adopted the same system, but in the latter year it 
caused dissatisfaction among the Manchester shopkeepers, who 
sent a letter to Boulton, inquiring whether the practice would 
soon be discontinued, as it was causing great loss and incon- 
venience. The letter also contained a threat that if the coin 
continued to be sent, effectual means would be taken of preventing 
its circulation. In reply, Boulton stated that he could not under- 
stand the situation, as no bonus whatever was allowed on the 
coin, and: that he could not conceive anything which would induce 
those who received supplies to introduce a superfluous quantity. 
On inquiry from McConnel and Kennedy, he was informed that 
it had been customary for the shopkeepers to accumulate small 
change, which they disposed of at a premium of one penny to 
threepence in the £ for the purpose of paying wages, but, since 
the new coin had been introduced, they had been compelled to 


part with their change at par. 
G. W. DANIELS 














RECENT CONTRIBUTIONS TO MATHEMATICAL 
ECONOMICS.' 


Section II. 


THE theories which we have been contemplating would be 
demarcated by some writers from the more tentative problems 
to which we now proceed. Thus M. Antonelli, appreciating the 
work of Walras, sharply distinguishes his pure theory of economic 
equilibrium from his application of mathematical reasoning to 
bimetallism. We are more impressed by the similarity than by 
the difference between the more and the less general propositions 
which admit of mathematical treatment. Alike they are “sicklied 
o’er with the pale cast” of abstract thought “and lose the name 
of action.” This similarity is indeed likely to be forgotten when, 
instead of x and y, some concrete matter is the subject of our 
theorising. When Walras prescribes for Indian currency he 
forgets the limitations of mathematical theory. It is not surpris- 
ing that the English Government do not set much store on his 
bimetallic scheme, as Professor Pareto observes in the vigorous 
preface which he contributes to M. Osorio’s volume. We heartily 
agree with Professor Pareto when, in this connection, he says : 
“‘ Anyone who expects [‘‘veut”’] to derive the solution of a practical 
problem simply and solely [“‘exclusivement”]| from the theories 
of pure economics, or even those of applied economics, is generally 
wrong ’”’ [‘‘ est généralement dans le faux’’| (loc. cit., p. xvii). 
But while agreeing that both the pure mathematical theory and 
that which has the semblance of being applied are nearly equally 
false in @ certain sense, if taken too literally, we also think that 
they may be nearly equally useful as showing probability or 
tendency. As M. Zawadski says of the pure theory, which 
predicates maximum “ophelimity” of free competition: “It 
does not follow that [because it cannot be applied directly] it 
is altogether without bearing on practice [‘‘soit privée de toute 


+ Continued from the March number of the JourNAL. 
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portée pratique’’|] (p. 289). As a champion of Free Trade 
Professor Pareto has assuredly derived support from the principle 
of maximum satisfaction, as it is called in English; though he 
is aware that the unqualified assertion of laisser faire is folly 
(Zawadski, p. 288, note). We submit that a similar use may 
be made of less general propositions. There is attained a pre- 
sumption arialogous to that scientific common sense, that almost 
unconscious record of experience, which underlies many of the 
theorems of Probabilities.1 The designation “‘ a priori’’ or ‘‘ unveri- 
fied’ which has been applied to such presumptions is not in- 
tended to cut from under them the ground of experience, but 
rather to mark the absence of that third stage in the ‘Concrete 
Deductive Method” which Mill called “Verification.”* The 
presumptions which we postulate are analogous to the ‘“ante- 
cedent probability” which Mill (after Laplace) employs in the 
calculation of chances—‘“it would be impossible to estimate that 
probability with anything like numerical precision,” yet “we may 
be able to form a conjecture” adequate to sustain ‘“‘a practical 
conclusion.” *® Such presumptions are of the kind which “would 
naturally be assumed” in Dr. Marshall’s words “to start with, 

. and until cause to the contrary were shown.” 4 

Of this kind is the presumption that the imposition of a tax 
will diminish the demand for a commodity. It is almost sufficient 
to say that the negative would be violently contrary to common 
sense>; calculated to excite the derision which was bestowed by 
an economist of the highest sagacity upon the cognate paradox 
that a tax upon a (monopolised) article might prove beneficial 
to the consumer. Common sense in the example before us is 
further justified in the case of a small tax by a presumption 
resting on a higher, more expert, sort of common sense, that the 
‘marginal utility of money may be treated as constant. When 
the tax is so large as to render this presumption hazardous, we 


1 See, on p. 62 anie, XIV. 225; XIII. 205; XII. 287, 459, 463, and earlier 
writings there cited. 

2 Logic, Book III. Ch. XI. ; Book VI. Ch. IX. 

8 Logic, Book ITI. Ch. XVIII. § 6. 

4 Principles of Economics, Book III. Ch. VI. § 3, p. 30; referring to the 
assumption that ‘‘a shilling’s worth of gratification to one Englishman must be 
taken as an equivalent with a shilling’s worth to another.” The passage including 
the note should be studied in its bearing on the treatment of utility as a quantity 
(ante, p. 58 et seq.). 

5 Thus Professor Carver expresses a generally and almost universally valid belief 
when in his scholarly paper on ‘‘ The Shifting of Taxes” (Yale Review, Nov., 1896), 
he says: ‘‘It is scarcely conceivable that a tax can increase the demand for the 
thing taxed.” Yet we have seen that this, hardly conceivable, is not impossible, 

6 XII, 296 et seg.; and earlier writings there cited. (Cf. ante, p. 61.) 
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must fall back on the first presumption, strengthened by a con- 
sideration of the conditions on which the rise or fall of price 
depends. It will be seen from the formula which expresses those 
conditions that the consumption of the taxed article will be 
diminished when its correlation in the way of demand with un- 
taxed articles is small. Now this is a datum, like Mill’s 


’ 


“‘antecedent probabilities,” about which we may be able, in his 
words, to “form a conjecture” sufficiently accurate for “‘a prac- 
tical conclusion.” Some other. conclusions of less practical 
importance may be gathered from the study of the formula. 

It is difficult to formulate the presumptions of common sense 
so unequivocally as not to admit of being misrepresented and 
misapplied by captious critics and stupid practitioners. There 
must ever be understood a saving clause like that which Aristotle 
appended to his definition of moral virtue, “ @s dv o ppovipds.” The 
nature of the presumptions postulated may best be exhibited by 
examples. We shall take these from Professor Pigou’s Wealth 
and Welfare, a work which abounds in “tentatives” (as they 
would be described by M. Zawadski), going beyond the received 
applications of mathematical method. 

The same work has been utilised by the writer of the article in 
the Quarterly Review, which we have cited, to point a different 
moral. But the difference is perhaps not so great as it appears. 
The reviewer, indeed, maintains that “between this pure science 
and the application of practice there seems to be a deep gulf fixed.” 
Whereas, we attempt to bridge that gulf. But we are careful 
to put up a conspicuous notice to the effect that “this bridge is 
not adapted to carry heavy traffic.” Our “antecedent proba- 
bilities” will generally require to be strengthened by concrete 
materials in order to lead to practical conclusions. It is not clear 
that the polemic in the Quarterly Review is intended to demolish 
the inchoate construction which we describe. The attack is 
rather directed against the form of exposition adopted by 4 par- 
ticular writer. The questions involved pertain mostly to literary 
criticism. How far is it advisable to employ a technical ter- 
minology? What is the happy mean between abruptness and 
diffuseness of style? There is room for some diversity of judg- 
ment on such questions. But we do not venture to oppose our 
judgment to that of one who is a master of the arts of exposition. 
We are not, however, precluded from citing in illustration of a 
particular point passages which have been criticised on grounds 
not relevant to that particular point. 

Our first example consists of the leading principle which 
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Professor Pigou thus enunciates in the form of two propositions. 
“The first is that the dividend necessarily stands at the maximum 
attainable amount when the marginal net product of resources is 
equal in all uses; the second, that self-interest, if not interfered 
with, tends to make these marginal net products equal.”! Pro- 
fessor Pigou may be open to criticism for having alluded to Adam 
Smith’s corresponding theory as “highly optimistic,” without 
mentioning the serious qualifications of the general theory which 
were introduced by Adam Smith (Quarterly Review, p. 420). We 
do not venture to dispute about Adam Smith’s meaning with the 
editor of the Wealth of Nations. We are ready to admit that 
Wealth and Welfare might be improved by fuller references ; and 
we may add, by a more complete index. But we are not here 
concerned with the form of the treatise. What interests us is 
the substantial identity between the leading principles enunciated 
by Professor Pigou, and those which propounded by Adam Smith 
have revolutionised the world of industry and commerce. What 
the Quarterly Reviewer disparagingly describes as ‘ Professor 
Pigou’s translation of the plain language of Adam Smith into the 
language of marginal net products” appears to us an improved 
restatement of fundamental doctrines—a revised version which, 
though not comparable in respect of style with the authorised 
version, has the advantage in respect of accuracy. The mathe- 
matical statement brings more clearly into view the essential 
characteristic of a maximum. What the critic suggests (loc cit., 
par. 2), and what others more loudly proclaim, that the mathe- 
matical statement of a general proposition involves a neglect of 
practical limitations, is not, we submit, true of Professor Pigou.? 
In the immediate context of the leading principle which we have 
cited he introduces exceptions, and throughout makes it clear that 


1 Pigou, Wealth and Welfare, Part II. Ch. III. § 1. 

2 If it be objected that in the above cited enunciation of leading principles 
Professor Pigou uses the word ‘‘necessary”’ and in several other passages an 
italicised ‘‘ must,” it may be replied that Adam Smith, who admittedly recognises 
practical limitations, yet is very fond of the word ‘‘necessary.” For instance, in 
conuexion with the principle now under consideration : 

‘* The study of his own advantage naturally, or rather necessarily, leads him to 
prefer that employment which is most advantageous to the Society.” (Book V. 
Ch. II. par. 4). 

‘* Every individual who employs his capital in the support of domestic industry 
necessarily endeavours so to direct that industry that its produce may be of the 
greatest possible value” (loc. cit., par. 7). 

‘‘The industry of the country therefore is thus turned away from a more to a 
less advantageous employment, and the exchangeable value of its actual produce 
instead of being increased, according to the valuation of the law-giver, must 
necessarily be diminished by every such regulation ” (par. 12), 
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he treats the general propositions of political economy as “truths 
only in the rough,” as Mill says. Many of the exceptions which 
he points out are of that recherché species which the mathematical 
method is peculiarly adapted to discover, thereby ‘‘making clear 
how far we are from being able to solve with full knowledge of 
the case a multitude of questions which are boldly decided every 
day.” These words of Cournot are quoted with approbation by 
the writer in the Quarterly Review, in an earlier writing,’ where 
he shows how the mathematical economist, “by making clear 
the nature and extent of the assumptions implied in dealing with 
economic problems . . . invites the statesman to proceed with 
caution.” 

It often happens, as we have had occasion to notice, 
that a mathematical writer who enounces some recherché excep- 
tion is in consequence supposed to be denying the general rule.* 
It is hard that he should be also suspected of affirming the general 
rule unreservedly as if it did not admit of exceptions. It was 
said of some narrow-minded specialist that he was a man who 
could see a fly upon a barn door without being able to see the door 
or the barn. A double degree of blindness seems to be attributed 
to the mathematical economist ; now represented as incapable of 
seeing the barn, and now the fly. The truth appears to be that 
the relation between the large and the small, the general and the 
particular,® is better conceived by one who has been trained in 
mathematics, including probabilities, than by one whose soul this 
science has not taught to stray beyond generalisations of the 
Ricardian type. However this may be, it is certain that whoever 
employs general propositions in economics, whether expressed 
mathematically or not, is exposed to the suspicion of neglecting 
facts ; especially on his first appearance, and before he may have 
acquired a reputation for caution and good sense. Adam Smith 
himself is no exception to this rule. Adam Smith stands accused 
of “Smithianismus.” Nor is it only to pedants of the German 
historical school that Adam Smith has appeared too abstract, but 
also to practical English genius. It was Burke who said,‘ “You, 
1 Transactions of the Faculty of Actuaries, Vol. IV. Part I. The Use of 


Mathematical and Legal Ideas in Economic Problems. By J. Shield Nicholson, 

2 Above p. 90. 

3 The relation is well expressed in the following passage, one of a large class of 
similar conclusions: ‘‘All that we have proved is that situations are possible in which 
a diminution in the falsity of judgment or a diminution in the costs of movement 
will make marginal net products more unequal. When, however, we are 
contemplating, from a general point of view, the consequences of these diminutions 
it is not the possible but the probable effect which concerns us” ( Wealth and Welfare, 
Part II. Ch. IV. § 10). 

* As related by (the second) Lord Lansdowne, Hansard, 1820, Vol. I. p. 550. 
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Dr. Smith, from your professor’s chair, may send forth theories 
upon freedom of commerce as if you were lecturing on pure mathe- 
matics ; but legislators must proceed by slow degrees.” Fox was 
not so much impressed as the Quarterly Reviewer is by the 
limitations with which the generalisations of Adam Smith are 
guarded. For, as reported by Lord Colchester, “in talking of 
books upon political economy he said (as I have often heard him 
say in debate) that he had but little faith in Adam Smith, or any 
of them, their reasons were so plausible but so inconclusive.” ! 
Imputations of this sort have, no doubt, sometimes been 
deserved, not, indeed, by Adam Smith, but by some of his 
followers, for instance, Miss Martineau. But our withers are un- 
wrung. We have been careful to explain with Professor Pareto 
that the solution of practical problems is not to be expected from 
economic theory pure and simple. We do, indeed, claim that 
general propositions of the kind which Adam Smith qualifies with 
the adverb “necessarily,” may afford general directions which are 
useful “to start with,” and in the absence of knowledge to the con- 
trary.2, We should not expect the first principle now under con- 
sideration, whether as stated by Adam Smith or in Professor 
Pigou’s version, to be of much avail in an emergency, say for the 
direction of a committee providing employment for the wives of 
absent soldiers. But with reference to some wider question in 
eodem genere, to one taking a general view of women’s work, the 
principle may well be significant. Suppose it to be ascertained that, 
as Mr. Sidney Webb finds probable, “women’s work is usually 
less highly paid than work of equivalent difficulty and productivity 
done by men.” * Pro tanto, the productive resources of the com- 
munity would not be distributed so that marginal net products 
should be equal. Against such a distribution there is the pre- 
sumption that in the words of Mrs. Sidney Webb,‘ “it is by 
the fullest possible use of all the productive faculties of the whole 
population that we shall obtain the largest yield of services and 
commodities.” This presumption is of great importance. It is 
of the kind which—tempered with common sense and regard to 
fact—has worked mighty revolutions in industry. Yet the pre- 
sumption is not by itself decisive. Before giving play to the 


1 Diary of Lord Colchester, Vol. II. p. 7. 

2 Cp. above, p. 133. 

3 Economic Journal, Vol. I, p. 635 et seg. Compare Mrs. Fawcett, Economic 
JourNAL, Vol. II. p. 174; arguing that women are crowded into classes of industry 
less remunerative than those open to men. 

4 The New Statesman, July 25, 1914; one of a series of valuable articles on 
‘* Personal Rights and the Woman Movement.” 
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Smith-Pigou principle, we require, having regard to the concrete 

circumstances, marriage and domestic life, to be secured against 
the danger of that process of degradation through subsidised com- 
petition which is described by Mrs. Webb as “industrial 
parasitism.” } 

As a second example of an economic tendency let us take 
Professor Pigou’s proposition that the elasticity of the aggregate 
demand for labour is much greater than unity.2 There is room 
for difference of opinion as to the form in which this presumption 
should be stated. So experts differ about the statement even of 
geometrical axioms. But we submit that some such general pro- 
position, resting on the sort of evidence to which we all along 
appeal, underlies the received arguments in favour of labour- 
saving machinery and free trade. How else can the free trader 
reply to specious objections like those employed by Byles in his 
Sophisms of Free Trade.* The objections urged in former 
numbers of the EcoNoMIc JOURNAL against some of the arguments 
in favour of free trade employed by Professor Bastable in his 
International Trade are similarly to be answered by presumptions 
as to the way in which productive forces probably act. It was 
objected that the transaction between the employing and em- 
ployed class in a country is of the same genus as international 
trade, that a removal of barriers to the trade between nations may 
well—and not infrequently does—prove permanently injurious to 
a particular nation; and therefore that the removal of restrictions 
on importation into a particular country may well prove perma- 
nently detrimental to the employed class as a whole. The answer 
is to be sought in common sense, and probabilities founded on 
general experience. An answer in this sense has been given by 
the objector himself.‘ 


1 Cp. loc. cit. Aug. 1. 

2 Wealth and Welfare, Part II. Ch. II. §¢ 11 et passim. The proposition is 
criticised in the Quarterly Review, loc. cit. p. 417, and defended by Professor 
Pigou in the next number of that Review (Jan. 1914). 

* E.g. ‘Suppose stockings to the value of £500,000 a year are made in 
Leicester and exchanged annually for gloves to the amount of £500,000 a year made 
in Dover... Suppose now the Leicester people instead of exchanging their 
stockings for gloves from Dover exchange them for gloves . . . say from Calais. 
Dover loses what Calais gets . . .” Sophisms of Free Trade, Edition 1904, p. 26. 

4 “In economics it is often difficult to hold fast general resemblances without 
ignoring—or appearing to ignore—specific differences. In the present matter, 
while apprehending that the transactions between the operative and the employing 
classes are of the genus international trade, we must not forget that the exports 
and imports of this trade are of a very peculiar character. The peculiarity might 
be partially illustrated by the trade which used to flourish between England and 
the Southern States of America; these States exported to England raw cotton, 
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Another example of an advance in applied mathematical 
economics is presented by Professor Pigou’s theory of joint pro- 
duction in railway rates. That theory has been severely criticised 
in the Quarterly Review. And it may be admitted that the 
criticism has weight so far as it is directed against the form of 
the exposition. That the gist of the theory should have been 
completely missed by a very discerning critic certainly argues 
some defect in the exposition. Perhaps it was injudicious on the 
part of Professor Pigou to use expressions which might suggest 
that his difference with the railway experts related only to defini- 
tions—“an accident of language.”! Whereas the real issue 
relates not to the definition of terms, but to a distinction between 
things. There is a great difference between a condition of in- 
dustry in which the cost of producing x of one commodity (say 
gas) is the same as that of producing x of that commodity plus y 
of some other commodity (say coke), and a condition in which 
the cost of producing x and y, say transportation of coal and 
transportation of copper, does, indeed, depend upon a single vari- 
able, but not now z or y, but z the sum of the two? (the number 
of tons of copper transported plus the number of tons of coal). 
The difference might be illustrated by the contrast between two 
methods which have been proposed for linking gold and silver so 
as to form a double standard of value. According to one method, 
which was called by its distinguished inventor “true bimetall- 


receiving in return cotton manufactures. If the offer of raw cotton with the 
demand for cotton manufactures were to be increased on one side of the inter- 
national market by a change such as the growth of population in the Southern 
States, other things being the same, the offer of manufactures on the, other side of 
the market on the part of a large and flourishing England would be likely to keep 
pace with the offer of raw material, in such wise as not to alter the terms of 
international exchange to the disadvantage of the average Southerner. But 
indeed, the illustration hardly does justice to the expansiveness of the trade which 
we are now considering. Let us rather suppose the export to consist of that 
rawest and most extensively demanded material, mechanical power. Let us 
imagine, for the sake of illustration, Niagara harnessed in the service of man to 
belong wholly to the United States, not in part to Canada; and that by improved 
means of transmitting force the means of production may be conveyed from Niagara 
to any department of Canadian industry. If the supply of power from Niagara 
to Canada were to be increased by some dislocation, for instance some permanent 
impediment to its supply elsewhere, then it might be expected that—in the long 
run, and abstracting temporary disturbance—the offer on the part of Americans 
owning Niagara would be met by the demand for additional power on the part of 
the entrepreneurs in a large and flourishing Canada.” Scientia, 1909, p. 90. 

1 Wealth and Welfare, Part II. Chap. XIII. § 3. Cp. § 4 where in denying 
a proposition about a certain kind of industry it is argued: ‘‘This is not Joint 
Supply.” 

2 More exactly a linear function of the two quantities, say ax+by, where a and b 
are constants. 
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ism,” ? and has subsequently become known as “symmetallism,’ 
a sum of say £3 17s. 103d. in standard money would procure a 
fixed fraction, say a half, an ounce: of gold plus a fixed weight 
of silver, say $x 153 (or, more generally, } xr, r being a legalised 
ratio). According to the plan commonly known as bimetallism, 
the sum of £3 17s. 103d. would procure any (proper) fraction of 


1 
an ounce of gold, say jth of an ounce, plus a weight of silver 


equal to 153 (1 -;) —or, more generally, r(1 - i): Suppose hasty 


thinkers to have confused the properties of these two very 
different systems. It would probably not be the best method of 
combating the confusion to ascribe it to an accident of language, 
a wrong definition of the term “bimetallism.” Such a method of 
attack might seem to be met by the defence : “it would be strange 
if... experts, practical and theoretical, have fallen into a gross 
error by not understanding the words they use” (Quarterly 
Review, p. 421). Upon which we remark that the railway experts 
no doubt attached a clear conception to the words they used; 
but it was not an appropriate conception.” The subtlety of their 
thought was not equal to the subtlety of the distinctions existing 
in the nature of things. 

For an examination of these delicate, but vital, distinctions 
the reader is referred to former articles in the Economic 
JOURNAL.® They are summarily re-stated here,‘ in the new light 
which has been thrown on the subject by recent publications. 
It is proper to begin with the simple case defined by Mill, “when 
the same outlay would have to be incurred for either of the two 
[products] if the other is not wanted or used at all.’ Professor 
Fanno expresses this datum by treating the ratio between the 
quantities of the two products as a constant, viz., K. He repre- 
sents the real unity underlying the apparent duality of the pro- 
ducts by an appropriate unit. Thus equipped he successfully 
attacks the main problems which the case presents ; investigating 
the effects of a change in the demand of one or other of the 
commodities, of a tax or a bounty, now under the régime of 
competition, now under that of monopoly. The interest of these 
investigations extends beyond the simple case to which they 


1 Evidence of Professor Marshall before the Precious Metals Commission, 1887. 
2 Compare Whewell, Inductive Sciences, as to the part which clear and appro- 
priate conceptions have played iu scientific discovery. 


3 See XIIL., p. 556, e¢ seq. 
4 Before striking at what is here said the dissentient reader is requested to attend 


to what has been there said. 
No. 98.—voL. XXv. Pp 
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primarily relate. The light which is applied at this particularly 
accessible point illuminates the comparatively inaccessible regions 
in the neighbourhood. This extension of illumination is effected 
by Professor Fanno through the introduction of a change in the 
value of the constant ‘“K.” This statement of the general problem 
has an advantage in respect of simplicity over that which has 
been given ini a former number of the Economic JouRNAL.’ The 
relation between the two presentations might be illustrated by 
the contrast between the modern and the older method of repre- 
senting the relation between demand and price. This relation is 
now commonly expressed by a curve or symbols. But the 
Ricardians preferred to say that ‘although the demand should be 
doubled, trebled, or quadrupled,”* the price will ultimately fall 
to that “natural” price which is fixed by the cost of production. 
But the cost of production might vary; and in the case of agri- 
culture at least it might vary in consequence of a change in the 
amount demanded. 

As we leave the hard and fast limit formed by the classical 
instance of gas and coke we come to cases like wool and mutton, 
beef and hides, which are joint products in “a more partial 
sense,” as Mill says;* a sense which has been made clearer by 
mathematical writers, in particular Dr. Marshall* and Mr. Flux.® 
“Tf we suppose the degrees of complementariness to be gradually 
diminished we shall pass through the zero point of absolute inde- 
pendence to a relation which may be distinguished as rival pro- 
duction ; when the increased production of one commodity renders 
the increase of the other more difficult.”® At the limit of this 
class, at the extreme which is opposite to the limit of: Joint Pro- 
duction proper formed by Mill’s instance, gas and coke, is placed 
the case now under consideration, where the cost of production 
depends on the simple sum of two (or more) quantities of product 


1 TV., 54. 2 Ricardo, Political Economy, Ch. XXX. 

3 Political Economy, III. Ch. XVI. § 1. 

4 Principles of Economics, sub voce Joint Supply. 

5 Hconomic Principles. 

§ Quoted from the discussion of the subject in an early paper (V. 54, referring 
to VI.), in which context, it may be as well to caution the possible reader, there are 
some bad misprints, noticed among the errata in the decennial index. In a later 
paper (XIII. 558) it is proposed to use the term ‘‘ disjunctive” as opposite to 
‘‘ Joint” (production). The class seems not to have been named by other writers, 
and perhaps with reason, since without further limitations it is too wide to be of 
service. It will apply to almost all economic production if in accordance with the 
first of the passages referred to it is exemplified wherever ‘‘a limited amount of 
time, strength or resources may be spent on either of two sorts of otherwise 
unconnected production,” It might be better to limit the class to cases where there 
is & more active technical incompatibility between two kinds of production. 


‘ 
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(x+y), or, more generally, the weighted sum (ax+by), where 
a and b are numerical constants, the dependence not being 
of the simplest sort, the cost not simply proportional to the 
said sum, but. some function thereof, as may be expected 
where there are general expenses. The conception of this 
case as an extreme limit of rival production is countenanced 
by Mr. Johnson’s parallel enunciation with respect to joint 
demand. He thus describes the ‘extreme cases” in which “the 
curves of utility degenerate into a-series of parallel straight lines. 
‘““Here we may call 2 and z strictly or absolutely competitive ; 
i.€., any given amount of « gives the same utility as a proportional 
amount of z” (loc. cit., p. 495). Substitute “y” for “z,” “cost” 
for “utility,” and for “curves of utility” “curves of equal cost,” 
and you have a statement corresponding to ours. 

Such, then, is the case to which it is proposed to attribute 
properties proper to Mill’s case of gas and coke, identifying two 
limiting cases which are at the opposite extremes of opposed 
categories.! It is as if you were to attribute the same properties 
to the extreme cases of Diminishing Returns and its opposite ; 
identifying the case in which no amount of additional outlay will 
produce any additional return and a state of industry in which 
Increasing Returns operate with the utmost conceivable activity. 
Against this inaccuracy of language and thought Professor Fanno 
lends the weight of his authority. In a passage too long to be 
quoted here in full he thus characterises the “broad” sense of joint 
cost which has been opposed to Professor Pigou’s narrow [ristretto | 
sense. ‘‘This excessive [soverchia] extension of the concept joint 
cost does not seem to us correct or scientifically rigorous. For 
every group of phenomena formed by any classification ought to 
comprise phenomena which resemble each other [che sieno fra 
loro omogenet| not merely superficially [formalmente] but in 
material respects [sostanzialmente]. Now this is far from being 
the case with the group denoted by ‘Joint Supply’ in the broad 
sense of the term. In the two cases [the broad and the limited 
sense| the character of the correlation between the prices is 
different; their behaviour [comportamento] and laws are dif- 
ferent. We therefore reject the broad cdnception of joint cost 
as too vague and indeterminate.” Professor Fanno writes with a 
knowledge of the vigorous but courteously conducted controversy 


1 Under the circumstances carefully defined by Professor Pigou, p. 218 (latter 
part). Compare Economic JourRNAL, XXI. p. 565; with reference to certain magni- 
tudes of the increment Az it might be impossible to increase the production of 
x by Az without diminishing the cost of increasing y (the characteristic of Joint 
Production proper), even though the total cost was of the form F(ax + by). 

Pp 2 


~ 








200 THE ECONOMIC JOURNAL [JUNE 


—“una vivace ma obiettiva polemica ”—between Professor Pigou 
and Professor Taussig in the Quarterly Journal of Economics 
(1913). 

We are not so much concerned to prove that Professor Pigou’s 
definition is the best, as to exhibit the importance of the new 
propositions which justify the definition. They relate chiefly to 
the characteristics of joint cost in the “broad” sense, what we 
have described as the limiting case of ‘“‘competitive production.” ! 
These properties are quite different from those which are com- 
monly ascribed to joint cost of production. Of the latter, J. S. 
Mill writes: “Since cost of production here fails us, we must 
revert to a law of value anterior to cost of production, and more 
fundamental, the law of demand and supply.”? So Professor 
Nicholson, referring to the case of joint products: “In this case 
the law of value is that the normal price of the two together is 
determined by the aggregate cost of production; and that the 
relative prices of the joint products, or the distribution of the 
aggregate between them, depends upon the demand and supply.” 3 
Well, the relative prices of the products, in the limiting case in 
question, do not depend upon the demand and supply in the sense 
which is evidently intended, the sense in which value depending 
on demand and supply only is opposed by J. 8. Mill and the older 
writers to value depending on cost of production. It is nol 
necessary now to “revert to a law anterior to cost of production.” 
It is true now as in the normal case of value said to “depend on 
cost of production,” that “although the demand should be doubled, 
trebled, or quadrupled,” ® prices tend to be the same if costs of 
production remain the same. Now, as in the normal case, “it 
is the cost of production which must ultimately regulate the price 
of commodities.”® Only the regulating cost of production is not 
now, as usually to be understood, the total cost, but the prime 
cost, the cost of adding a unit of either product, other things 
being the same. Thus, suppose that the total cost of transporting 
x tons of coal plus y tons of copper depends only on x+y.’ It 
follows from first principles that the increment in the total cost 
due to the increase (ceteris paribus) of x by any small weight 
7 is equal to 7 multiplied by the rate at which the total cost 


1 Above, p. 198. 2 Political Economy, III. XVI. 1. 

3 Principles of Political Economy, Vol. II. p. 52. Cp. Quarterly Review, 
loc. cit., p. 421. 

* Any more than it is always, even in the general case of value said by Mill 
to depend on cost of production proper. 

5 Ricardo as quoted above, p, 198. 

® Ricardo, loc, ctt. 7 Op. XIII, p. 560. 
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increases with the increase of x. But that rate is toe same as 
the rate at which the total cost increases with the increase of 
x+y, or of y only (x remaining constant).' Accordingly, the 
prime cost of transporting (a small unit of) coal will be the same 
as that of transporting copper. Therefore, according to the rule 
just now given, the price of transporting a ton of coal tends to 
be the same as the price of transporting a ton of copper, the 
general expenses being distributed equally between the two com- 
modities. Again, supposing that the cost of transporting silver 
and gold depends only on the weight (concrete circumstances, 
such as differences of risk and insurance, being abstracted) ; then 
in a régime of bimetallism (in the ordinary sense of that term) 
the prime cost of transporting a thousand pounds sterling in silver 
would be 15} times the prime cost of transporting a thousand 
pounds sterling in gold (supposing the bimetallic ratio to be 
15:1); and, accordingly, the price of transporting a thousand 
pounds sterling in silver would tend to be 153 times the price of 
transporting that sum in gold. 

It may be objected that this proposition is not confirmed by 
observation ; the predicated exact correspondence between prime 
cost and price is not observable throughout the real world of 
industry. It may be replied that the requisite condition of per- 
fectly competitive production is often not perfectly fulfilled ; and, 
further, that even when the condition is at least approximately 
fulfilled, the resulting tendency is obstructed by an element of 
monopoly. We may have to rely largely on general reasoning, 
of a piece with that which is generally accepted in proof of a 
correspondence between value and cost of production in ordinary 
cases. In the present case, indeed, the importance of the ten- 
dency consists in its not being fulfilled in practice. There is 
afforded a rule for the regulation of industries in which the fulfil- 
ment of the tendency is obstructed by monopolistic friction. 
This regulative idea may well be of far-reaching importance. 
A check is thus given to the spread of the heresy, as it would 
have seemed to the older economists, that there is no presumption 
against charging different prices for like services : electric power 
may properly be sold at different prices according to the use for 
which it is destined, a doctor may fairly vary his fees according 
to the means of the patient, and so on.” 

It must be remembered that the tendency which has been 


1 Tf the total cost of producing x+y is F(#+y) the rate at which this increases 
with the increase of either x or y is I(x +y). 
2 Cp. Acworth, Railway Economics, Ch. IX, 
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stated rests on the sort of probability which is here all along 
understood. The rule holds good, primd facie and provisionally, 
until cause to the contrary be shown.! One cause that is to be 
looked for is a condition of supply and demand such that without 
discrimination contrary to the rule production cannot be made 
to pay. With reference to industries generally, “in an industry 
selected at random,” as Professor Pigou has it,” it appears improb- 
able, for reasons given by him, that this sort of exception should 
occur. 

It is a question of great practical interest whether the excep- 
tion is likely to occur in the class of industries for the regulation 
of which a rule is much required, “public works,” in M. Colson’s 
phrase, and, in particular, railways. Railway experts in general 
bear witness in favour of a discrimination inconsistent with the 
rule. But their testimony is obscured by the confusion attending 
the double signification of “joint cost.” The answers of experts 
are then most authoritative when they are addressed to questions 
framed by correct theory. Pending further discussion, we are 
disposed to agree with Professor Pigou that, while discrimination 
or the “‘value of service principle” is required at a certain early 
stage of a country’s development, the “cost of service principle ” 
should be the rule for more developed countries.* Thus consider- 
able weight is added to the reasons in favour of “the cost of 
service principle,” which is now being enforced by the Interstate 
Commerce Commission. 

At the same time, the weight on the other side of the balance 
is lightened. For the Competition to which advocates of dis- 
crimination appeal—Professor Hugo Meyer notably ‘—is found to 
be of the nature of Duopoly, a species of competition which has 
not in its favour the same presumptions as that which Professor 
Pigou calls “simple competition.” ® 

Many other examples of mathematical reasoning based upon 
Probabilities and bearing upon practice are to be found in Pro- 
fessor Pigou’s work. We do not conceal that there is something 
tentative in these applications. Nor do we put forward our 
explanation of their philosophical basis as final. Rather, in the 

1 Above, par. 1. 

2 Wealth and Welfare, Part II. Ch. XII. especially §3 15, 16, 17. 

8 Wealth and Welfare, loc. cit., § 10. Compare as to objections and qualification 
Sidi Regulation of Railway Rates, passim, and especially with 
reference to the system of ‘‘ blanketing,” which the Interstate Commerce Commis- 
sion has since limited. 

5 Wealth and Welfare, Part II. Ch, VIII, and Ch, VII. §§ 12-14; Oh, XVI, 
§$ 2-3, 
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words of the philosopher who first divined the deep connection 
between Probabilities in a technical sense and Induction in 
general,’ we “shall think it sufficient if the present hints excite 
the curiosity of philosophers and make them sensible how defec- 
tive all common theories are in treating of such curious and 
sublime subjects.” 

F. Y. EpGEWorRTH 


1 Hume ‘Of Probability,” sec. vi. of An Enquiry Concerning Human Under- 
standing (Essays). . 














REVIEWS 


Industrial Training. With Special Reference to the Conditions 
prevailing in London. By N. B. Dearte. (London: P. 8. 
King and Son, 1914. Pp. 596+20. 7s. 6d.) 


In 1909 All Souls’ College, Oxford, for the first time offered 
a fellowship in Economics, and Mr. N. B. Dearle was elected a 
fellow. The publication of this book is a real vindication of the 
system of offering research fellowships as opposed to prize fellow- 
ships. It is impossible to read the book without realising that 
no one but a man of means or a research fellow could have spared 
the time for so thorough an investigation. The book marks a new 
stage in the history of boy labour. The Report of the Royal 
Commission upon the Poor Law and Mr. Cyril Jackson’s ‘‘ Report 
on Boy Labour,” published as an appendix to it, turned public 
attention to the problem of boy labour, and to the need for 
thorough-going reform. The problem has crystallised itself in 
the public mind under certain phrases, such as “The decay of 
Apprenticeship,” ‘‘ Blind Alleys,” &c. But until Mr. Dearle pub- 
lished this book no one had appeared to criticise and examine these 
phrases from the purely scientific point of view. Some of the 
best parts of the book consist of careful classifications and analyses 
of the different factors which go to make up the problem, and 
much that is written in this connection is destined to form, as it 
were, the framework upon which legislators will have to build up 
the reforms of the future. The author will not, we feel sure, think 
it any disparagement of the book if we say that it is his analysis 
of the situation which is likely to prove of more value than his 
constructive suggestions for reform with which he concludes the 


volume. 

Perhaps the author’s most valuable contribution to the subject 
is his interesting classification in Ch. IV.-VII. of the four different 
methods by which boys, especially in London, come to get what- 
ever knowledge they do possess of their trade or industry. These 
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four ways are: regular service, i.e., cases where the boy stays 
all his time in one firm; learning by migration, where the boy 
moves from one firm to another ; following up, or learning follow- 
ing upon labouring, and the picking up of semi-skilled work. The 
eighth chapter contains a masterly and judicial summing up of 
the comparative value of these four different methods, from which 
the chief conclusion which. appears is that what is of importance 
is not so much this or that method, as that, whatever method is 
adopted, there should be uniformity right through a_ particular 
trade, or that in other words, ‘‘the device of a common rule”’ 
should be applied so that there may be definite standards and a 
public opinion to enforce these standards. 

All educationists should read the author’s summing up as to 
the question of education in the factory as compared with educa- 
tion in the trade or continuation school. Hitherto there have been 
two rival schools of thought. Some have urged that what England 
needs is to go back to the apprentice system, others that the 
apprentice system is dead, and that State education must take 
its place. Mr. Dearle’s most interesting analysis shows that ap- 
prenticeship has been superseded in many industries, not by a com- 
plete absence of training, but by a system which combines regular 
service and migration. A boy is taken on by an employer to learn 
or pick up a trade, and is kept on during good behaviour. But 
owing to the subdivision of labour and the small scale of London 
workshops he cannot learn all sides of the trade with this one 
employer, and he therefore migrates after two or three years to 
other workshops, gradually acquiring a mastery of his trade. 
Such an education the author claims to be extremely satisfactory 
when at its best, and far preferable to an education completely 
carried out in the school. Mr. Dearle regards the true function of 
the school as subsidiary to that of the factory and workshop, and 
though he proposes that all boys between 14 and 18 should be 
compelled to attend continuation schools for from six to eight 
hours a week, yet his greatest hope of reform lies in a more 
careful organisation of boy labour through the Juvenile Labour 
Exchange, the After-Care Committee, and in some cases what 
he calls Juvenile Trade Boards. 

Indeed, his conclusions with regard to Boy Labour show in 
some respects a great similarity with those of Mr. Beveridge with 
regard to adult labour. It is not the greed or brutality of 
employers which is the root of the evil so much as carelessness 
and lack of organisation. Under this head we especially recom- 
mend Ch. XV., which deals with the Blind Alley, which is there 
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divided into the Blind Alley proper, the Partial Blind Alley, and 
the wasteful recruiting of Trades and Occupations, and in all cases 
it is shown that the real remedy is a more careful system of 
organisation. There must be some trades, such as heavy carrying 
work, &c., which boys cannot perform, and a great deal of the 
harm would be taken out of the boy blind alley trades if only boys 
were drafted out from these at eighteen and put into trades which 
can never in the nature of the case require people until they are 
about eighteen. 

There are some criticisms of the book which must be made. 
In the first place it is far too long, running to nearly 600 pages 
of close print. There is much that could be compressed, many 
repetitions that could be avoided. This is a book which ought to 
be read by the amateur. The danger is that owing to its length 
it will only be read by the expert. 

Here and there the statistics are at fault. We are not given 
the number of boys in London at trade schools after 1909, though 
this could surely have been obtained easily from the London 
County Council. The statistics on p. 15 throw no light whatever 
upon the position of skilled industry in London as compared with 
other towns. What we want to know is whether the chances of 
a clever boy being able to enter a skilled trade are greater or less 
in London than elsewhere. The table as it stands is positively 
misleading through its separation of trades practically non-existent 
in London from skilled or semi-skilled trades. Then, again, the 
table on p. 382 is completely vitiated by comparing those between 
15-24 in 1911 and those between 25-34 in 1911. The only safe 
way would have been to have compared those between 15-24 in 
1901 with those between 25-34 in 1911, as the writer of this 
review suggested in an article in the ECoNoMIc JOURNAL, June, 
1911. 

It is a pity, too, that the writer did not deal at all with the 
subject of psychology and vocational guidance. Though the sub- 
ject is still in its infancy yet something has been done in the 
United States, and it is only a matter of time before the English 
Juvenile Advisory Committees turn their attention to it. Perhaps 
Mr. Cyril Burt, the new psychological adviser to the L.C.C., will 
be able to give a lead on this subject. 

One or two of his practical suggestions of reform are certainly 
open to serious criticism. All those who work in connection with 
Juvenile Advisory Committees know that head teachers are very 
remiss in filling up the School Leaving Reports. Mr. Dearle 
suggests that the right way to get this done is to pay extra money 
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to the head teachers, but would not a far better way be to give 
some paid clerical assistance to head teachers, and thus set them 
free from a great deal of clerical work which only hampers their 
scholastic work ? 

Again, he suggests that the work of dealing with children up 
to the time of the despatch of the School Leaving Report to the 
Exchange should be carried out by the paid staff of the Juvenile 
Labour Exchange, and that the After-Care Committee should not 
come in until after this has been done. But those who work upon 
After-Care Committees know how extremely important it is to 
know the boy while still at school, and not to start to supervise 
him or advise him only at the period when he is just leaving. It 
is closer continuity that we want between Care Committees and 
After-Care Committees, and any attempt to break into the con- 
tinuity is likely to be full of danger. 

But in spite of these small criticisms we must repeat that the 
book marks a new stage in the history of Boy Labour. It should 
be read by all those interested in continuation schools, in Juvenile 
Advisory Committees, and After-Care Committees. It is full of 
sound common sense and at the same time it displays a mastery 
over its details and a power of scientific analysis which make it 
invaluable to all those interested in the problem of boy life and 
boy labour. 

J. St. G. HEATH 


Work and Wages. Part IIl.: Social Betterment. By Sypnry J. 
CHAPMAN. Introduction by KARL Brassgy. (London: 
Longmans, Green and Co. 1914. Pp. viii+382. Price 
9s. net.) 


THE volume under review is the third, and final, part of 
Professor Chapman’s work in continuation of Earl Brassey's 
Work and Wages and Foreign Trade and English Wages. The 
two parts already published, for which, as for this, Professor 
Chapman is alone responsible, dealt with Foreign Competition 
and Wages and Employment. 

It is the author’s aim in this volume to bring out “the 
failures of our social economy in the recent past” and their causes, 
and to discuss “the means taken or recommended to repair them,” 
so far as the ground was not covered in the second volume. The 
field is a pretty wide one: housing, physical deterioration, train- 
ing of boy and girl labour, co-partnership, public aid, and the 
conditions under which the work of shop assistants and home- 
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workers is carried on, are dealt with in turn; and on each of 
these matters Professor Chapman has much tc say of interest to 
professional economists as well as to social reformers and students 
of social questions. The author has had, however, the latter 
class of readers chiefly in mind, and though his meaning is not 
always as clearly expressed as one could wish, one can think of 
no better book to put into their hands. 

The great difficulty in dealing with social questions is to make 
clear the close connection of the different problems and to trace 
the reactions likely to follow the adoption of remedia] measures. 
The success with which Professor Chapman has overcome the 
difficulty constitutes one of the chief merits of the book, and one 
cannot but feel that he has thereby rendered a distinct service to 
the cause of social reform. 

On the general question as to what lines reform should take 
the author’s standpoint is clear. For him “existing economic 
conditions are not ideal”; nor does he find that the economic 
forces at work tend in every case to fill gaps and remedy defects. 
Many social wants, as, for example, town planning and the 
abolition of the smoke nuisance, are left unsatisfied, if left to 
private enterprise. ‘‘Kverybody’s business is nobody’s business, 
and it is everybody’s business which counts for so much with 
regard to the general amenities of life.” In this reflection 
Professor Chapman finds a “‘root-argument”’ for his general con- 
clusion, that in many directions social betterment can be brought 
about only by public action. Not that he underrates the difficul- 
ties, not to say dangers, of State interference in economic affairs. 
In fact, one of the most valuable things in his treatment of the 
whole question is his insistence on the need of individualising 
treatment and of avoiding the rigidity of State intervention. 
“The chief problem,” he says, “which confronts modern society 
is that of achieving individualising without individualism—of 
individualising in such a way as to add rather than detract from 
the cohesiveness and unity of social existence.” 

Former students of Professor Chapman will find in these 
pages the breadth of view, the deep insight, the closeness of 
reasoning, and the soundness of judgment which make him so 
helpful and stimulating a teacher. The views of different schools 
of thought are stated with great fairness; indeed, one is con- 
stantly made to feel how very evenly-balanced, after all, are the 
arguments for two different courses of action. Professor Chapman 
is cautious, perhaps unduly so, in his own recommendations, but 
at least he does not leave his readers sitting on the fence. 
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It must be admitted that not a few of the subjects touched 
upon are dealt with too briefly. It is particularly disappointing, 
for example, that the important subject of co-partnership and 
profit-sharing is dismissed in four pages. One realises that the 
author has had to be severely economical of space ; but the result 
has been in many ways unfortunate, and the constant attempts 
to compress the exposition is largely responsible for the occasional 
lack of clearness. 

The book would have been improved, we think, if a short 
bibliography had been included, though the footnotes frequently 
mention other works which the reader would do well to consult. 
The index, too, for a book of this size is meagre, occupying, as 
it does, but a little more than a page. There are a few misprints 
needing correction. 

H. M. HALLswortH 


English Economic History: Select Documents. By A. E. BLAND, 
P. A. Brown, and R. H. Tawney. (London: Bell & Sons. 
1914. Pp. xx+730. Price 7s. 6d. net.) 


Most of those concerned with the teaching of economic history 
have at one time or another thought that a collection of docu- 
ments would assist beginners; and co-operative schemes for the 
production of such a book have several times been discussed. Now 
the needs of the tutorial classes in economic history organised 
by the Workers’ Educational Association, the stimulus of Mr. 
A. L. Smith, the help of Professor Unwin and other historians, 
and the efficiency of the editors themselves have produced the first 
and what will certainly become, in spite of editorial self- 
depreciation, the standard book of the kind. The editors call it 
a “minnow” as compared with certain volumes of Select Charters, 
well known to constitutional historians, which are the ‘ Tritons.” 
They might have been bolder without vanity. 

Their task was formidable. The period which they cover is 
not much less than a millennium—to be exact, from about A.D. 
1000 to A.D. 1846—and their work of selection was exceedingly 
difficult. They begin with the Rectitudines singularum per- 
sonarum and end with one of Disraeli’s perorations. Unlike 
the “Tritons,” they have printed much that was previously 
accessible only in MS.; and these new documents will be valued 
by those who are not beginners. Everything medieval has been 
translated, since the student whom the editors had in mind was 
a “worker.” Even from the high academic standpoint this is 
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not to be regretted. In our Universities “source books” have 
not been an unmixed blessing. Many a young historian has in 
his undergraduate days done a little independent dabbling in 
economic sources, who—in the constitutional field—contented 
himself with what the ‘“Tritons” gave him: and he has profited 
more by this dabbling than by “getting up” Stubbs’ Charters. 
The obviously popular form of these translated documents should 
reduce this danger ; though I expect that one, undesired, result of 
their publication will be a reduction in the number of those 
undergraduates who turn over Domesday, or Riley’s Munimenta, 
or even the Dialogue of the Commonweal. 

These are pedagogic considerations, but then this is a class 
book. It is a most admirable class book. Again and again the 
teacher will find in it just the document he wants to bring out 
this or that point in his argument. Criticism of the editors’ 
selection, of course, is very easy and, therefore, for the most 
part unnecessary. To my thinking, the most vulnerable section 
in Part I., a.p. 1000-1485, is that called The Feudal Structure, 
in which the editors have wandered off into very technical detail 
of doubtful economic importance. I grudge the precious pages 
to “commutation of a serjeantry for knight service” and “mar- 
riage of a widow without license” (pp. 27, 30). No doubt the 
borderland of economic and legal history is uncertain, but even 
gratitude for a new document cannot outweigh the feeling that 
the “rare surviving instance of an original writ Precipe” (pp. 21, 
36) is here out of place. The sections called The Jews and The 
Manor are excellept, especially The Manor. Its fifty pages 
contain about.thirty documents, more than half of: which have 
not been printed before. Every critical point is illustrated. The 
remaining medieval sections have kindred merits, though it is 
not so easy to illustrate every critical point in Towns and Gilds 
or The Regulation of Trade, Industry, and Commerce. Perhaps 
the most important documents in the latter section are those 
relating to the Staple, one of which was first printed by Mr. 
Bland last year in the English Historical Review. 

Part II., 1485-1660, begins with another admirable series 
of rural documents—mostly from MSS.—in which it is easy to 
recognise the hand of Mr. Tawney. There is no one better fitted 
to make the selection. The bulk of this Part is necessarily given 
to extracts from the Statute Book, from various published 
municipal and quarter-session records, from the House of 
Commons Journals, from documents used by Miss Leonard in 
her Early History of Poor Relief, and other well-known sources ; 
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but there is no lack of freshness, and new or little-known docu- 
ments are given—and, as they should be, only given—when they 
are the best illustrations of an important point. Such, for 
instance, are the draft of a Minimum Wage Bill, 1593 (p. 336), 
or the report of the hard-worked Derbyshire Justices in 1631 
(p. 887) on poor relief, wage regulation, apprehension of rogues, 
the house of correction, highways, enclosures, the price of corn, 
suppression of ale-houses, and the observance of Lent—an ideal 
document for the understanding’ of Stuart government and 
its organs. 

Readers whose interests are modern might fairly com- 
plain that the Tudors and Early Stuarts are given a rather 
unfair preference in point of space. They occupy pp. 226-476. 
Then the whole series of ages, economically speaking, from 1660 
to 1846 is packed in between pp. 478 and 711. Instead of the 
45 pp. devoted to rural conditions in Part II., we have a beggarly 
17 pp. of Agriculture and Enclosure for the period during 
which fully two-thirds of the enclosing and pretty well all the 
agricultural progress known to English history took place. This 
is a real defect, which could easily have been remedied. I suppose 
there is some substantial reason why none of the following words 
occur in the Index, but it is not given in the Preface, which calls 
attention to certain deliberate omissions :—turnpike, canal, rail- 
way, stock exchange, South Sea Company, joint stock bank. 
One more complaint: the section called Industrial Organisation 
(1660-1846) is not equal in workmanship to the corresponding 
sections for earlier periods. It is good, but it is relatively too 
short ; there is too much Wool in it and not nearly enough Iron, 
shall we say? or Coal, or Leather, or Linen. The sections 
entitled Government Regulation of Wages, Conditions of Em- 
ployment and Public Health, Combinations of Workmen, The 
State of the Poor contain much what one might expect, are 
well up to the standard of the book as a whole, and call for no 
special comment. The closing section, Finance and Foreign 
Trade, is a little scanty—but its scantiness is explained in the 
Preface. It is right that the stresses in a book of this kind 
should be laid with reference to the interests of those for whom 
it was written; those who use it for whom it was not written— 
and they will be many—must take their chance. 

The book will become a landmark in the teaching of economic 
history. There is wonderful value for the money. Though 
one is tempted to make a few criticisms, the surprising thing, 
when the editors’ task is considered, is that the occasions for 
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serious criticism are so rare. Though one may have certain 
misgivings about source-books in general, there can be no question 
as to the excellence of this source-book. The debt to the editors 
of teachers and students in tutorial classes, universities, and else- 
where will be permanent; and I do not for one moment believe 
that the supersession, of which there is modest talk in the 
Preface, is at all likely to occur for a great many years. 
J. H. CLAPHAM 


Oixovoytxai Merérat mepi ‘Emravycov: Tmepi tis oixovoptrijs 
Avoxnoéws tis ‘Emtavncov éri Beveroxpatias. By A. M. 
ANDREADES. (Athens, 1914. Two volumes. Pp. xx+418+ 
xxi+ 350.) 


THE work of Professor Andréadés is best known in this country 
by his illuminating History of the Bank of England (reviewed in 
the JouRNAL, XIV., p. 449, the original issue in French; XIX.., 
p. 168, the translation) ; but this was an excursion from his main 
studies, which relate to the finance and economic conditions of 
Greece and the surrounding countries. These he has treated 
both from the historical and the theoretical standpoints. Without 
following these treatises in detail, it is impossible to realise the 
difficulties which the investigation involved, and which have been 
surmounted with remarkable success—investigations which range 
from Byzantine and Turkish finance to the public debt of modern 
Greece. If it be still true that Graeca sunt, non leguntur, it is 
unfortunate that the fact that the results of most of these financial 
studies are published in modern Greek has made them compara- 
tively inaccessible to many students in this country. And this 
difficulty applies with added force to the volumes which form 
the subject of this notice, since they provide a wealth of informa- 
tion not only concerning the financial administration of the 
Venetians in the Ionian Islands, but also of many other data 
both before and after that period. British influence and interest 
in the islands of the Levant showed itself as early as the romantic 
voyages recorded in the pages of Hakluyt, and it was revived 
during the period of the Protectorate. It is satisfactory to learn 
that Professor Andréadés intends to add a third volume, which 
will deal in detail with the later epoch, though there are many 
references in the second volume which already give a considerable 
amount of light and whet one’s desire for more. 

Exact financial study demands fairly complete records, and 
one would be quite prepared to find that in a region with such 
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a troubled history and which was so disturbed internally—thus 
an English traveller just a century ago records that assassinations 
in Zante were, on an average, one per diem, that is about one for 
each hundred of the population—documents would be either rare 
or non-existent. Yet a series of happy chances has enabled many 
reports and accounts to have escaped destruction, and it must 
have required something of the zest of a big game hunter and 
the zeal of a detective fo trace and discover these, often in 
unlikely places. Added to such, primary material, Professor 
Andréadés has made a thorough examination of such printed books 
as seemed likely to help him, even remotely. It is one thing to 
obtain such data, it is another to make them intelligible to a reader 
when the exposition involves the tracing of many tendencies 
sometimes intermingling, sometimes diverging. And in this case 
the difficulties were quite exceptional. On the original fiscal 
system of the Ionian Islands there was imposed first that of the 
Venetians, then that of the French, then that of the British. 
Kach made some changes, and there is the difficulty of isolating 
these and weighing their effects. Moreover, when one gets back 
to the Venetians, there was the added complication that then in 
the Ionian Islands there were no less than five distinct camere, in 
each of which there were distinct taxes. The method of exposition 
adopted is, I think, the only one by which the facts can be pre- 
sented, namely, by working out the details of each camera 
separately in the second volume, while the first serves as a general 
introduction by using the results and placing them in their due 
historical perspective. Here many sources have to be drawn upon 
in order to enable the reader to appreciate the true meaning of the 
data obtained ; for instance, the first part of the first volume is 
devoted to clearing up the difficulties of the currency and of 
weights and measures. As regards the former, there were the 
actual moneys and those of account, coins specially struck for the 
Levant and a great variety of foreign coins. The second part 
explains the general fiscal systems of Venice. The exposition of 
the principle of the dominante (i., pp. 76-87) is of the greatest 
interest and value to all students of the mercantile system. The 
dominante may well be compared with the British “colonial 
system” which Adam Smith analysed and condemned. The 
former was devised to procure a market in the Levant for Venetian 
goods and to secure the handling of Ionian products in Venice. 
Production of commodities in the Islands which would compete 
with those of the Republic were discouraged, with the result that 
prices were low and there was an immense amount of smuggling. 
No 98.—VOL. XXV. Q 
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Still, the consequences of the system were not altogether pre- 
judicial to the Islanders, since the production of oil advanced. 
Another aspect of the Venetian fiscal system, which had important 
reactions on the Islands, was the farming of the taxes. The 
farmers were only released from their engagements on the occur- 
rence of war or plague. 

The establishment of this system was very greatly complicated 
by the division of the Ionian Islands into five distinct fiscal 
departments. Thus, the list of taxes is exceedingly complex, 
even under the general principle of the dominante. Thus, under 
the methods in force from 1769 to 1778, there were as many as 
ninety-two distinct taxes, though the number of those of import- 
ance was considerably less. The chief were duties on exports 
and imports, differential duties on aliens, duties on goods in trans- 
port, the tithe on agricultural produce, cereals, oil, wine, and 
honey (1 decdn) which in course of time tended to become 
a fixed tax. The latter continued till 1803, and was finally 
abolished between 1820 and 1828. In addition, there were 
house taxes in some of the Islands (the fumatico—cf., the 
English hearth tax—ghirologi, livelli di case), and a large number 
of duties on consumption, also certain monopolies, of which the 
bread monopoly (1., p. 215) must have been particularly objection- 
able. In addition to the tax-revenue there were other receipts, 
such as those from fisheries and from the agio. Also there was 
an extraordinary revenue either in a form corresponding to the 
English benevolences, or contributions for a special purpose, such 
as for sanitation or road-making. A curious addition to this list 
was the charge for entrance into the ranks of the nobili, and for 
the inscription of a name in the Book of Gold. Strangely as this 
reads, one may remember that James I. had a device of replenish- 
ing his Exchequer by the creation of an order of “Golden 
Knights.” 

In the concluding part of the first volume, Professor Andréadés 
gives a most able summary of the economic results of the whole 
system. ‘The exactions of the local officials were notorious, 
justice was bought and sold, and life and property were far from 
secure, particularly at Zante. The taxes were numerous, oppres- 
sive, often useless, and not infrequently obsolete. As to the ex- 
penditure of the revenue, only one-seventh was disbursed in the 
districts where it was collected. Much of the remainder was 
remitted to Venice, and thus very little was done for the material 
or moral development of the Islands. Such outlays as were 
allocated to military forces and the fleet were largely wasted owing 
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to the abuses in these forces. Another portion went to the 
Catholic Church, while only small sums were granted to the 
clergy of the Greek Church; yet, in spite of this unequal alloca- 
tion, the tendency was for Roman Catholic families to join the 
Greek Church. Thus the picture, on the whole, is one of com- 
parative gloom. Yet it remains to be said that the Ionian Islands 
are indebted to Venice in that they were saved from much greater 
evils, i.e., the Turkish rule. It was unfortunate that the price 
exacted for the protection accorded was undoubtedly a heavy one. 

In the second volume the materials are given upon which the 
preceding general summary has been based ; these are worked out 
for each of the camere in turn, and the detailed treatment 
furnishes many further points of interest. At Corfu the two chief 
sources of wealth were the transit trade and the production of 
olive oil. The principle of the dominante bore heavily on the 
former ; while the latter suffered from the farming of the duties 
imposed on it. The wine taxes in Corfu are of some interest, 
since wine was imported as well as produced locally. Both were 
taxed (II. p. 88). The chief point of interest in the finances of 
Cephalonia was the currant industry—one which had an im- 
portant position in the commerce of Italy with England, and later 
in English trade with the Levant. The logical consequence of 
the principle of the dominante was an attempt to transfer this 
industry to the territory of Venice in Italy and a corresponding 
discouragement of the production of currants in Cephalonia and 
other islands. In Zante, for instance, it is estimated that the 
real burden of the impost was 100 per cent. The tendency of 
this policy was to encourage the cultivation of vines on the main- 
land which was under the sway of the Turks, and it was only the 
maladministration of the Turkish officials which prevented formid- 
able competition from these regions. Thus, during the eighteenth 
century the prosperity of those islands which depended largely on 
currants declined. In an appendix the author traces the fate of 
this trade under the British Protectorate. In spite of the fiscal 
reform of 1813, prosperity only came in short and broken periods. 
Thus, there was a great crisis in the currant trade in 1831, and a 
still more serious one from 1851 to 1857. 

The volume still to appear, which will record the finances of 
the Ionian Islands during the French occupation and the British 
Protectorate, will be of still greater interest to students of finance 
in this country. In fact, it is not too much to say that no one who 
studies public finance seriously can afford to neglect this excel- 
lent work. It will appeal also to those who are interested both 
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in the history of mercantilism and in that of colonisation. No 
doubt many British readers, who would otherwise be grateful and 
appreciative students of the happy results of the labours of Pro- 
fessor Andréadés, may be deterred by the fact that these results 
are expressed in modern Greek. Some assistance is given by a 
short summary of the contents in French, but it is to be hoped 
that the completed book may be translated either into English or 
French. 
W. R. Scorr 


Studien zur Geschichte kapitalistischer Organisationsformen. By 
JacoB STRIEDER. (Munich: Duncker & Humblot. 1914. 
Pp. xxix + 486.) 


Dr. STRIEDER’S volume is in some respects narrower than 
the title indicates. It treats almost altogether of the development 
and use of capital in Germany at the end of the Middle Ages and 
during the first centuries of the modern period. His main interest 
is in the manner in which it was organised, but it is necessary 
to begin with the prior question as to how the larger capitals 
came into existence. Though Strieder does not accept Sombart’s 
hypothesis that the larger capitals came from the accumulated 
rent of land, on the ground that this theory does not apply to 
Florence, Venice, and Flanders, his own view that it is attributable 
to mining operations is subject to considerable limitations, when 
it is extended beyond Germany. For instance, he thinks his 
thesis is confirmed by the experience of England, and he instances 
the tin and lead mining of Cornwall as the source of our capital. 
There can be little doubt that this is to be found rather in the 
woollen industry; in fact, the larger capitalistic enterprises of 
the time of Elizabeth can be connected more or less closely with 
the Merchant Adventurers. It is curious that two cases of com- 
paratively large scale mining ventures of that period rather help 
Sombart’s contention, since the majority of the capital in these 
exceptional cases did come from landowners. 

As a study of the réle of capital in German mining, this book 
is of great interest and value. The evidence tends to confirm 
Pirenne’s contention that the capitalists of a given age do not 
spring from the capitalistic group of the previous period. For, 
just before capital became important in Tyrolese mining, the 
Fugger family were labourers. That was before 1522, but by 
1525 a partnership of Fuggers employed 500 hands. Incidentally, 
it may be noted that one cause of the need of capital in mining 
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was the greater depth at which operations had to be carried on 
and the need of devices to get rid of water. As early as the end 
of the fourteenth century Hungarian mines were beginning to 
suffer from the latter disability. 

Dr. Strieder says that the history of the development of the 
capitalistic spirit in Europe is the history of the development 
of individualism. This is a sweeping generalisation which, like 
many others, contains an element of truth and also, no less, one 
of error. Capital is the chief instrument of the entrepreneur. 
Just because such a man “enterprised” or “‘adventured,” he must 
have had initiative, and so may be said to have been individualistic, 
if it helps to put the matter in that way. But, on the other 
side, he required to act in conjunction with others, and the 
phenomenon of partnership on an extended scale soon appears. 
In the sixteenth century, as contrasted with the Continental 
société anonyme of the nineteenth, capital was managed in 
Germany by family associations, such as the Fuggers, the Welsers, 
the Herwarts, the Niedarts, the Manlichs, the Baumgartners, 
and others. These bodies extended their operations by adding 
to their own capital that which was lent to them by outsiders, 
and their influence and importance were greatly increased by the 
use of such deposits. Then in the sixteenth century quasi- 
independent offshoots were constituted, where individual members 
of several of these family-partnerships united together to carry 
on a distinct enterprise. From this the transition to the joint- 
stock form of organisation was scarcely a step. Two points may 
here be noted. The writer is ignorant of or ignores true joint-stock 
companies in England before the foundation of the East India 
Company, and there is no trace in them of the family association, 
which seems to have been Teutonic. He points out, quite rightly, 
that Lehmann was in error in making speculation an essential 
feature of the joint-stock company, and that therefore he dates 
its appearance too late. It is interesting to observe that German 
iron companies began to appear in the fifteenth and sixteenth 
centuries ; one was reputed to have been founded in 1415. Also 
in the sixteenth century there were steel, tin, and cloth com- 
panies. Arising out of this material, there is the further study 
of monopoly and the kartell. Many further associations require 
to be dealt with in order to treat of the ramifications of the 
system. Thus there are accounts of the alum, glass, sugar, and 
other kartelle and monopolies. Dr. Strieder is again too prone 
to generalise from German data and to construct from his inter- 
pretation of these a theory which is assumed to apply universally. 
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Certainly it is a mistake to take the typical ‘‘promoter” or 
“projector” of the time of James I., or the monopolist of that of 
Charles I. (of whom it was said he was ‘the blood-sucker of the 
commonwealth”), as representing the whole of the movement. 


W. R. Scott 


The Granger Movement: a Study of Agricultural Organisation 
and its Political, Economic, and Social Manifestations, 
1870-1880. By Soton Justus Buck, Ph.D. (Cambridge : 
Harvard University Press. 1913. Pp. xi+3884. Price 
8s. 6d. net.) 


THE Granger movement was interesting and significant from 
several points of view. As Mr. Buck points out, it began during 
a transitional period in American history, and was an indication 
of new feelings and new problems. In the decade of the ’seventies 
the Westward expansion and the conflict of the two civilisations of 
North and South, which had been the strongest forces in American 
life, were drawing to an end, while a new movement was prepar- 
ing which was to take shape in a struggle against the power of 
the great capitalists. In that new movement the Grange led the 
way. It was not simply a battle of farmers and railways, but 
part of a national impulse. At the same time it marks a very 
important point in the history of American railways, viz., “the 
beginning of definite attempts to solve the railway problem by 
restrictive legislation.” In this respect, though the immediate 
results of the Granger agitation were small, the indirect and 
political results were great. “It led to decisions of the United 
States Supreme Court which established the right of States to con- 
trol railroads; and it laid the foundation for later legislation.” 
To this important aspect of the movement Mr. Buck gives three of 
his chapters. He also discusses carefully the relation between the 
Granger movement and the general activity in agricultural organi- 
sation during this period, which first stimulated the rapid growth 
of the Grange and then, by its failure, contributed to its decline. 
The co-operative enterprises of the Grange, however, left some 
lasting results, though they never realised the revolutionary aims 
of their promoters. The Grange was also a social and intellectual 
force which supplied a real want in Western farming communities 
and made a permanent improvement in the conditions of rural 
life. By encouraging people to break away from old parties and 
to force new issues to the front, the movement left its mark on 
political life, and was one amongst several influences that appeared 
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in the new age and helped to preserve the economic and political 
democracy which the people believed to be endangered by the 
rise of the great capitalism. These are Mr. Buck’s conclusions, 
and they appear to be just. His work is well arranged and well 
proportioned. His temper is judicial, and his study of the subject 
thorough. He gives a very good bibliography and index, and a 


few useful illustrations and tables. 
: E. A. BENIANS 


Die Bewegung der kleinen Landwirtschaftlichen Giiter in 
England. By ALEXANDER ELIASCHEWITSCH. (Leipzig : 
Duncker & Humblot. 1914. Pp. iv+366. Price 9 marks.) 

Tus book is the work of a pupil of Brentano’s, and though 
it adds little to what has already been written on the subject, 
it is a clear and painstaking account of the decline of small- 
holdings and the efforts to re-establish them in this country. 
The authorities quoted are many and various, and the extensive 
bibliography should be of some use to students. The latter will 
rightly complain of the lack of an index, and they will not always 
agree with the author’s historical views; but, quite apart from 
such details, the main thing against the book is that it has come 
too late. During the last two years Mr. Prothero and other 
writers, and bodies such as the Land Enquiry Committee, have 
provided us with a new literature on the whole subject of English 
agriculture. 

In the first chapter the well-known tale of farming in the 
seventeenth and early eighteenth century is told,—an excellent 
picture of prosperous small-holdings. The effects of enclosure are 
then graphically treated, together with the other factors in the 
decay of the small-holder—industrial change, war, lack of capital, 
of knowledge, of political power. The independent if hard-worked 
small farmer, with his common-rights and his home industry, is 
swiftly changed into the helpless, half-starved slave of the soil, 
“who had no land left him but the path to his cottage door.” 

An interesting account is given of the agitation for a return 
to the old system, and of the Chartist National Land Company, 
organised and run by O’Connor, with its splendid ideals, rotten 
finance, and hopeless failure. The author rightly contrasts with 
this the rise and success of allotments, though we do not agree 
with his view that these succeeded because landlords tolerated 
them on the ground that they sufficed to give the labourer the 
feeling of a stake in the country, without making him too 


independent. 
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Coming to modern times, the author is decidedly of opinion 
that it is not ownership, but secure tenancy that is desired and 
desirable in England, and he blames the framers of the Act of 
1892 for having in this matter acted contrary to the opinion of the 
majority of witnesses before the Committee of 1888. His treat- 
ment of the Act of 1907 is no longer of any special value; if he 
could re-write-it to-day he would be in a better position to attempt 
a criticism of the limited success of the small-holdings movement, 
and to apportion blame among the different bodies concerned ; he 
would also perhaps speak more favourably of the co-operative 
movement. 

A valuable lesson may, however, be learnt from the importance 
the author attaches to the grants towards agricultural education 
which are now being made by the Development Commission. The 
thorough and methodical German looks naturally to education, and 
in it lies the secret of his success, whether in farming or manu- 
factures. Until that lesson is learnt in England, the campaign 
against German trade which is being discussed in commercial 


circles will lack a secure base. 
EDWARD CLEVELAND-STEVENS 


British Shipping, its History, Organisation, and Importance. 
By Apam W. KirKawpy, Professor of Finance in the Univer- 
sity of Birmingham. (London: Kegan Paul, Trench, 


Bat 


'Triibner & Co. 1914. Pp. xx+655. Price 6s. net.) 


THE volumes of the “National Industries” series, in which 
this work appears, are rather too pretentious to be fairly classed 
as “popular,” yet they so far partake of the popular character 
as to treat of very wide subjects in a very short space, and in this 
respect no contributor will find his task more difficult than that 
which has been undertaken by Professor Kirkaldy. In the six 
hundred odd pages at his disposal he has elected to examine his 
subject from almost every standpoint, and with a few exceptions 
has maintained the proportions well. The exceptions often seem 
to be due to an effort to infuse the popular element into the 
work, as when he allows his description of the “Great Eastern” 
to become rather long, or adorns his chapter on the modern liner 
with information on the simple decoration in white of the dining 
saloon of the Ceramic. Again, the subject of the “necessity of 
docks” is neither adequately nor concisely treated by extensive 
quotations, however entertaining, from Colquhoun’s Treatise 
of the Police of the Metropolis (1806), a work which owes its 
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inspiration to the select committees which reported on the estab- 
lishment of the West India Docks. In other places there is a 
want of conciseness which suggests haste. General average could 
have been better explained than by the verbatim quotation of 
sections from an eighteenth-century treatise, and the “lanes” 
of the North Atlantic could have been more clearly shown on a 
small map than by several pages of the technical language of 
navigation. : 

In the main, however, the book is admirable. Professor 
Kirkaldy writes with an interesting style, in spite of the amount 
of information compressed into a small space, and his treatment 
is enlightened by a wide general economic outlook. The reader, 
if he finds nothing exhaustively treated, will find a very lucid 
account of the main features of the history and present position 
of British shipping, which will show him all the paths for further 
study, with the principal landmarks clearly indicated. 

The work is in four books. The first deals with the evolu- 
tion of the ship, and the information is carefully selected 
to show the main stages in development, while the business 
considerations controlling them are here, as everywhere in the 
book, very carefully emphasised. The account of the choice at 
one period between the large ship and the compound engine 
(Chapter VIII. of Book I.) is a case in point. In Book II., on 
ownership, management, and regulation, such subjects as the 
changes wrought by limited liability, shipping rings (in which the 
report of the recent Royal Commission is rather much in evidence, 
but is too ably treated to allow of any suggestion of “scissors 
and paste”), Lloyd’s Register, and the Merchant Shipping Acts 
are described. Book III., on trade routes, gives a good history 
of the Suez Canal and discusses the Panama Canal at great length. 
Chapter VI. is of exceptional interest, detailing twenty-four 
actual modern voyages. They are mostly voyages to the Far 
Kast ; the addition of further examples from other routes, such 
as those which demonstrate the importance of English coal as 
cargo, would have been welcome. Book IV., on ports and docks, 
is mainly descriptive and in many parts savours of the “official 
handbook to the port.” 

There are twenty-four appendices (mostly diagrammatic and 
statistical), which form one of the most valuable sections of the 
book. However, Appendix XIII., a list of important dates in 
shipping, which finds room, for instance, for the entry : ‘1901.— 
Commonwealth of Australia inaugurated,” while omitting the 
repeal of the Navigation Acts, would bear revision. There is 
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also a bibliography, which is by no means exhaustive; such an 

entry as “Hakluyt, Richard: The Principal Voyages of the 

English Nation, 8 vols., London, 1910,” calls for more precision. 
F. A. Howe 


Ocean Trade and Shipping. By Dovuctas Owen. (Cambridge : 
University Press. 1914. Pp. vi+277. Price 10s. 6d. net.) 


Tu1s is the second volume of a series whose object it is to 
supply standard works on naval and military subjects for the use 
of officers in the Services, as well as for students and for the 
general reader. The reviewer, therefore, expected to find a text- 
book on the shipping industry, giving the more important facts 
in a readily accessible form ; more especially as the author says 
in the preface that, “under the general comprehensive head of 
Ocean Trade and Shipping come a whole host of separate indus- 
tries and undertakings. Many of these . . . have long been the 
subject of important treatises. To others of them, special refer- 
ences may be found scattered in business publications here and 
there. In the case of many, however, it would be difficult to 
find treatment of them anywhere. The whole collectively have, 
apparently, never been dealt with at all.” 

One does not feel sure that Mr. Owen has succeeded in the 
task he set himself. That task, indeed, was no light one. A 
glance at the table of contents is sufficient to warn the reader that 
it is almost impossible to give even a superficially adequate account 
of the varied interests mentioned in the very restricted space of 
less than three hundred pages. There are, however, several things 
in the book that are well done. For instance, the short descrip- 
tion of the institutions bearing the name of Lloyd, the explana- 
tions as to average adjusting, and the causes leading to shipping 
amalgamations. About one-third of the book deals with trading 
under war conditions ; this is, perhaps, the best part of the book, 
although Mr. Owen’s forecast as to what will happen on the out- 
break of war, and during subsequent hostilities, has not been 
confirmed altogether by what has happened to our over-sea trade 
since last August. ‘‘ Most serious of all will be the general fall-off 
in trade. Widespread apprehensions, financial chaos and unem- 
ployment will bring trade practically to a stop. Foodstuffs and 
such raw materials as may be required for limited manufacture 
will still demand transport ; but traders everywhere, like the ship- 
owners, will stand by and await developments.” 

Shipping and freight measurement is one of the questions 
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which to the outsider present considerable difficulty. It can 
hardly be said that in the book under review this subject is made 
sufficiently clear, or that the information given is altogether com- 
plete. In describing how freight is charged by measurement, 
Mr. Owen says that “at any rate, forty cubic feet came to be 
adopted as the equivalent of a ton avoirdupois.” As a matter of 
fact, fifty cubic feet was the equivalent decided upon, and was 
the rule in sailing-ship days ; indeed, that measurement still holds 
good for sailing-ship measurement freight. It is for steamers 
that the space allowed is forty cubic feet. As the Empire still 
owns over a million tons of sailing vessels, this distinction has an 
importance which should not have been ignored. 

Taking the book as a whole, there is a regrettable lack of 
proportion in the space given to some subjects. In the first 
chapter, which only consists of twenty-eight pages, international 
trade, ports and docks, together with their construction and man- 
agement, the question of improving our inland waterways (on 
which, after all, there are two opinions), navigable channels, and 
the tides are all considered. It may be doubted, however, 
whether, after reading this chapter even a bowing acquaintance is 
made with these important subjects. 

There is an index, but it is by no means complete. 

A. W. KIRKALDY 


The British Railway System: Outlines of its Early Development 
to the Year 1844. By Henry Grote Lewin. (London: 
G. Bell & Sons. 1914. Pp. vi+67. Price 2s. 6d. net.) 


THIs little book gives an account of the progress of British 
railway promotion and construction year by year from 1821 to 
1844. It contains a great deal of valuable information not easily 
to be obtained from other sources, and a series of maps, the 
originality and painstaking detail of which afford ample evidence 
of the author’s diligent research. 

Here and there we have detected a slip, as on p. 13, where 
the Preston and Wigan Railway is called the North Union, or on 
p. 57, where Gladstone’s Committee of 1844 is termed a Royal 
Commission, but these are small matters, and the one real 
criticism we venture to make is that the book is not as interesting 
or as instructive as it might have been if the author had allowed 
himself more space. 

He has not done himself justice. It is obvious he could have 
written volumes on his subject, and a bare record of the railways 
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sanctioned and opened from year to year cannot interest the 
general reader or satisfy the genuine student of railway history. 
The former would have preferred a summary chronicle or state- 
ment of a few pages, and in the rest of the book a full discussion 
of the Act of 1844, to which Mr. Lewin refers in his preface and 
his conclusion, and in which his pre-1844 railways play such an 
important part. The latter, the student, will of course welcome 
the book, but will regret that it has not been written more ex- 
clusively for his use, and furnished with an index and with refer- 
ences to the many sources from which the author has gathered his 
tacts. 
EDWARD CLEVELAND STEVENS 


The Tinplate Industry: A Study in Economic Organisation. By 
J. H. Jones. (London: P. S. King & Son. 1914. Pp. 
xx +280. 7s. 6d. net.) 


THE iron and coal industries of South Wales have been worked 
for a hundred and fifty years and more, and have been the scenes 
of innumerable technical experiments and economic conflicts, 
but comparatively little has been written about them outside the 
local newspapers. Mr. Charles Wilkins has compiled a history 
of the main features of their development, and has enlivened 
his pages with portraits of the chief pioneers. In 1903 Mr. D. A. 
Thomas read a valuable Paper before the Royal Statistical Society 
on our “Foreign Trade in Coal,” which inevitably dealt largely 
with the South Wales coalfield. There are Mr. Vincent’s Life 
of John Nixon, the volumes of the South Wales Coal: Annual, 
and some fugitive pamphlets. But of professed and formal 
economic discussion there has been hardly anything until Mr. 
Carter’s recent Industrial Combinations. Mr. Jones’s Tinplate 
Industry is therefore specially welcome as breaking entirely new 
ground. His monograph is the result of an exhaustive study of 
the trade journals, as well as of personal investigation on the 
spot. Born within sight and sound of the mills, and reared in a 
family on friendly terms with masters and men, he has put his sub- 
sequent economic training to excellent use. Indeed, his knowledge 
of the various technical processes of the trade is so intimate as 
sometimes to bewilder the lay reader less familiar with “primes ” 
and ‘‘wasters,” “‘picklers” and “behinders.” True, there is a 
chapter on the Method of Production, but we wish the author 
had condescended to a few half-tone blocks, and a genealogical tree 
showing the filiations of the parent industry would not have been 
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amiss. Where so much is said about localisation a shaded map 
of the region from Pontypool to Llanelly would have been useful. 
Such helps need not detract from the most scientific handling 
of the subject. 

The tinplate industry presents several features of first-class 
interest to the student of industrial organisation. Its geographical 
concentration ; its highly-skilled and highly-paid workmen; its 
large export trade; its place in the tariff controversy; its early 
monopoly; its “sudden death.” at the hands of President 
McKinley; its swift resurrection and prosperous new life; its 
answer to “dumping”; its 99 per cent. of tinplate workers 
organised in half-a-dozen unions, and its successful operation for 
fifteen years of a Conciliation Board—these are fully expounded 
and impartially appraised by Mr. Jones. Teachers in search of 
an example of Marshall’s Principles applied in detail to a specific 
industry could not do better than refer their students to the central 
chapters of this book. 

None of the firms in the trade publish accounts or have shares 
quoted on the market, and Mr. Jones has little or nothing to say 
about profits and losses. On page 175 he has inserted a note on 
the recent formation of an association of manufacturers for the 
contrel of output, which we may amplify a little. The finished 
price for tinplates is made up, roughly, as to two-fifths for steel 
bars, one-fifth for tin, one-fifth for labour, and another fifth for 
coal, oil, carriage, and profit. For about a dozen years previous 
to 1913 the trade enjoyed a period of unbroken prosperity. All 
mills were working at their fastest, and nearly 200 mills were 
rushed up in two or three years towards the end of the boom, 
bringing the total to some 540 at the close of 1912. There was 
naturally a severe shortage of adult labour, boys not coming on 
fast enough. ‘The boom was broken by the national coal strike, 
which stopped the Welsh mills for six weeks, and enabled the 
Americans to double their exports in three months. Up to the 
time of the strike Wales sent, roughly, 10 per cent. of its output 
to the United States for re-export, on which a rebate of 99 per 
cent. was secured. Nearly another 10 per cent. went to Canada. 
(Germany made just enough for her own requirements.) Thanks 
to the strike, the States stepped in and were able to supply the 
rebate trade (chiefly tins for the large oil companies) and to keep 
Canada going. Hence during 1913 about 15 per cent. of the Welsh 
mills were idle. During this year there was practically no profit 
in making tinplates. 

Early in 1914 the manufacturers came together and concluded 
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an agreement from April Ist, 1914, the object of which was to 
regulate the make to meet demand. The aim was not to press 
up prices so much as to steady production. It was decided to take 
the actual capacity of each works by taking the make for the six 
months ending December 31st, 1913, each maker being allowed 
to put before the arbitrator any arguments which he could adduce 
to show that his make during the period was less than normal. 
This quantum was adjusted by Sir Thomas Ratcliffe Ellis, and it 
was agreed to work 15 per cent. below it. Allowing for the normal 
expansion of trade (about 5 per cent.), the belief was that in a 
very short time there would be a scarcity of plate, or at all events 
the enormous stocks at the works and docks would be practically 
cleared. The promoters held it would be better to work 85 per 
cent. at a profit than 100 per cent. at a loss. Firms working 
more than the allotted amount agreed to pay 6d. per box into a 
pool, firms working less received 3d. per box out of the pool. 
Of 542 mills 507 entered into this arrangement. Of the 35 outside 
about 10 were in exceptional circumstances, e.g., located in North 
Wales. The first three months’ working of the scheme showed 
that a great deal less than the allotted quantity was made, and 
the £5 per mill which was paid into the pool at the start was 
more than absorbed by expenses and the claims on the pool. The 
subsequent history is mixed up with the war and cannot be traced 
in a review like the present. 

To return to our book. Mr. Jones is to be heartily congratulated 
on his work. For a young author it shows remarkable maturity of 
judgment and freedom from partisanship. It will not readily be 
superseded. Perhaps another Welsh student will follow with a 
volume on the social organisation of the tinplaters. For we do 
not agree with Mr. Jones when he says that the social pathologist 
‘will not find so much to interest him ” in a trade which employs 


men, women, boys, and girls. 
THOMAS JONES 


The Anthracite Coal Combination in the United States. By 
Eviot Jones, Ph.D. (Harvard University Press. 1914. 
Pp. xiii+261. Price $1.50. Vol. xi of the Harvard 
Economic Studies.) 


THIS important book serves as a very appropriate supplement 
to the previous volume of the Harvard Economic Studies— 
Mr. Dewing’s “Corporate Promotions and Reorganisations,” which 
surveyed a group of American trusts that have passed through a 
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complex cycle of promotion, failure, and attempted reorganisa- 
tion. In the latest volume of the series Mr. Jones analyses the 
development of another type of combination—one which has 
successfully acquired an effective monopolistic control over the 
production, transportation and sale of a domestic necessity in the 
United States, anthracite coal ; and this success has been achieved 
despite the opposition of the law, the U.S. Government, and public 
sentiment. 

This analysis of the growth and operation of the Anthracite 
Coal Combination not only brings into prominence several vitally 
important economic problems relating to the “monopolistic 
possibilities of a trust,’ but also affords valuable guidance for 
the investigation and solution of the more general problems of 
the control of transport facilities and the ownership of essential 
natural resources, limited in supply. This is largely on account 
of the intimate connection between the interests controlling coal- 
mining and railway transport in the anthracite areas and certain 
natural conditions. The study falls naturally into several 
sections. The first two chapters deal with the history and 
development of the anthracite coal industry in the United States 
during the four periods 1760-1834, 1834-73, 1873-98, 1898 up to 
date. This is an essential preliminary to any analysis of the 
combinations in the industry, since the growth and effectiveness 
of the former are intimately dependent upon factors arising out of 
the conditions under which the industry has developed : e.g., the 
small and limited area of the anthracite coalfield, the union of 
mining and transportation privileges in the same incorporated 
companies, the gradual monopolisation of transport facilities by 
land and water by the coal-mining companies, the growth of the 
demand for anthracite coal in conditions precluding the supple- 
ment of home supplies by importation from abroad. 

Such conditions as these furnished the favourable “con- 
junctur” facilitating the growth of monopolistic combinations 
between 1873 and 1896. The different stages in the development 
of the latter are worked out in Chapters III. and IV. with great 
thoroughness, the complexity being greatly increased by the 
expedients of organisation resorted to in order to comply with 
the law against combination in restraint of trade. The usual stages 
in the development of a “trust” are evidenced—“ private” agree- 
ments to regulate and allot output, to determine prices, to con- 
trol sales, and to create community of interests in stock holding 
and the personnel of directorates, holding companies, ete. 

Chapter V. deals with the production of anthracite coal, and 
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like the following chapter on the methods of transportation 
employed in marketing the output, might have been better placed 
before the chapters tracing the growth of the effective combina- 
tions. For like the opening chapters on the growth of the 
industry they indicate some of the fundamental conditions which 
made effective combination possible. Thus it is shown how the 
railroad companies by direct control of mining operations, owner- 
ship of the stock of coal-mining companies, and joint ownership 
of railroad and mining companies by a holding company, secured 
90 per cent. of the total output of anthracite coal and 96 per cent. 
of the unmined reserves. Above all, by controlling freight rates to 
the markets and tide water, by granting rebates to producing 
units inside the combination, and by tying up the few “in- 
dependent ” coal firms with “perpetual” contracts for the sale 
and transport of their coal, the combination strangled all actual 
and potential competition. 

The last two chapters are exceedingly valuable to all students of 
the “trust movement.” One chapter carefully traces the effects of 
monopolistic combination upon the prices of a necessity by some 
very original and thorough methods of argument and proof, 
applicable to other problems of prices and price-control. The 
other chapter deals with the legal status of the anthracite com- 
bination, and indicates the comparative powerlessness of the 
State to deal with the subterfuges of secret combination, gentle- 
men’s agreements, and other virtual forms of combination by 
means of legislation alone. 

Particular attention is devoted to the application of the 
Sherman Anti-Trust Act, and to the “commodity clause” of 
the Hepburn Act intended to prevent railroads from engaging in 
any other business (excepting timber trades) than that of common 
carriers. These chapters should be carefully studied by all who 
look to legislation alone for a solution of the problem of the 
monopolistic combination, be it in the extractive, manufacturing, 
or transport industries. The desirability of keeping ‘common 
carriers,” possessing natural or charter privileges, to the business 
of transportation alone seems to be well established. The 
anthracite coal combination, like the effective combinations in 
other industries, has certainly been made possible largely on 
account of the natural conditions of the industry and its develop- 
ment. For the solution of the problems of monopoly arising in 
such cases the author seems to look to the public ownership of 
natural resources and independent control of transport. The 
Appendix contains statistical tables and documentary data upon 
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which are based statements and diagrams embodied in the text. 
The index and bibliography are very useful for purposes of 
reference. 

Despite the amount of detail which inevitably results from 
research into the official and other records relating to the 
anthracite coal industry, the matter of this book is well arranged 
throughout, and presented to the reader in a concise and scientific 
manner, which makes the volume very suggestive as well as in- 
teresting. It certainly gives a further development to the right 
tendency which has been taken in the recent study of the trust 
movement, viz. :—investigation of the trust problem in particular 
industries; only thus can proper estimates be formed and any 
solution profitably attempted. Mr. Jones has certainly accom- 
plished this preliminary inquiry for the anthracite coal industry 
of the United States, as Mr. Francis Walker has done elsewhere 
for the equally monopolised coal industry of Rhenish-Westphalia. 

G. R. CARTER 


Installing Efficiency Methods. By C. E. Kyorppen. (New 
York : The Engineering Magazine. 1915.) 


THE subject of scientific management has in England, as is 
so often the case, become merely an angry question of right or 
wrong. This attitude may have been suggested by the earlier 
books on the subject, which adopted a somewhat apologetic 
manner, but it is an attitude almost impossible in face of the 
latest publication of the ‘Works Management” Library. 
Mr. Knoeppel is introduced to us as undertaking “not the mere 
declaration of principles, but the exact definition of practice.” 
He describes what the actual methods are that increase the 
efficiency of a manufacturing establishment and how they are 
put into practical effect. 

In fulfilling this plan the author ingratiates himself by re- 
counting the conversations of Brown, efficiency engineer, among 
a set of unbelieving business directors. By the time the fifth 
chapter has arrived Brown has convinced them far enough to 
present a series of “questions for self-examination.” ‘‘ Where- 
upon there was a noticeable seriousness in the air. Each face 
was thoughtful as the questions were considered, and gave 
eloquent evidence of the impression Brown had made.’’ And 
indeed, in view of these “typical directors’”’ answers to the oral 
and written questions of Brown, it is hard to explain why exactly 
it is that society pays profits over and above interest; the usual 
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answer, ‘‘ability,” seems to break down. And if this be so of the 
American, what of the English “business” man? 

Well, anyway, while the reader is on the trail of a few simple 
business revelations, the whole scheme of business organisation 
suddenly confronts him (page 42) in four tables : the first showing 
the delegation of authority from President to “Drop Boss” and 
colleagues ; the second (on page 44) showing the complete itinerary 
through the factory of an article in course of manufacture; the 
third showing the connections between, and the fourth the activity 
of each department. 

This analysis of the relations inside a firm is particularly im- 
portant as a foundation for economic theory, and has been de- 
veloped by Weyermann and Schoénitz in their “ Wissenschaftliche 
Privatwirtschaftslehre,” but Mr. Knoeppel only uses the analysis 
to divide up the treatment he prescribes according to the business 
relation affected. In Chapters VIII.-XVII. scientific manage- 
ment is applied first to the organisation, constitution, or anatomy 
of the firm (VIII.-IX); then to the different functions of the 
managing organ: (Chapters XIJ., XIII., and XIV.) in planning 
the dispatch of work in advance; (Chapters XV. and XVI.) in 
standardising the working conditions ; and finally (Chapter XVII.) 
in providing an “incentive ” to the workers. 

In these chapters, where Engineer Brown is actively getting 
to work, Mr. Knoeppel’s book becomes typical of a good deal of 
current American literature that is determinedly making its way 
over the Atlantic. The type is marked by a liking for diagram 
or for heavily labelled paragraphs, self-conscious of their relative 
destinations, or for just a framework of headings, as, against the 
preference of the English page for nonchalance. 

But it is time to turn from the form to the content of Mr. 
Knoeppel’s work. His efficiency methods are no new development 
in the economic world, but the continuation of two old lines of 
change, the division of labour on the one hand, and the co-opera- 
tion of the specialists thus formed on the other. 

In the first place, certain kinds of work that used to be per- 
formed by manager, foreman, or workman are now transferred 
to a specialist. When Engineer Brown finds that in the typical 
firm the foreman, in addition to settling the piece-rate and 
“keeping work running through the plant,’ must also break in 
new men, adjust difference as to wages with them, look after 
quality of production, keep up discipline, keep down rejections— 
exercise the functions of an order department in ordering their 
material and then act as chasers in keeping the work “flowing 











1915] ORAGE : NATIONAL GUILDS 231 


through the plant,” he declares that the firm “saddles about all 
the responsibility on the foremen” (p. 13), and he proposes (p. 16) 
“to create a staff of men who could supplement the efforts of . . . 
the regular organisation.” 

In the second place, the efficiency engineer brings the 
scientific and the “ practical” specialist into connection, a develop- 
ment already quite familiar to the German chemical industry 
and to American theory, but still somewhat repugnant apparently 
to British trade interests. Mr. Knoeppel frequently compares the 
efficiency engineer to a doctor, and the analogy is relevant in 
so far as both are applying the general knowledge of science 
(natural or moral) to the practice of particular cases, and that 
quite consciously. Unlike the modern invalid, however, the 
“practical” business man prefers that “leave-it-to-the-Almighty ” 
treatment, which relies for its science on a necessarily limited 
personal experience, and for its practice on “inherited ability” ; 
but how such “practice” is to survive against Mr. Knoeppel 


only trade wars can tell. 
P. SARGANT FLORENCE 


National Guilds. By A. R. Orage. (London: G. Bell & Sons. 
1914. Pp. viii+370. Price 5s. net.) 


As a “camp-follower” (p. 14) who is liable (as on p. 18) to 
be “banished to Saturn,” the economist must be wary how he 
handle a social reconstruction of Mr. Orage’s that has already 
moulded labour opinion so manifestly. The safest plan will be 
to repeat the main argument, scoured of such barnacles of current 
cant as a disclosure of a gold monopoly (p. 188) or a predilection 
—‘‘for some reason under the sun”—for the making rather than 
the selling of an article (pp. 90 ff.), or again the inevitable “The 
wage-earner is the real producer of wealth” (p. 91); then not as 
sutlers, but as the self-styled critical examiner, to consider the 
attack on the camp of the capitalist. 

Mr. Orage’s argument is briefly as follows :—Economic power 
must precede and control political power; while Labour politics 
are therefore useless, the worker can only be emancipated by 
economic organisation. Now the distinctive feature of the present 
organisation is the treatment of Labour (p. 17) as just a com- 
modity that enters into the cost of production, and that on 
receiving its “wages” has no more claim on the product than 
have the other “ingredients.” 

A new organisation must aim primarily, therefore, at the 
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abolition of “wage-slavery.” This condition, however, is fulfilled 
no more under State or consumers’ control than under the present 
capital-owners’ control; it is therefore the workers themselves 
who must take charge. 

Control by all the workers in the industry can, however, only 
be permanent if exercised through a democratic organisation of 
the workers—and such is the Trade Union. The National Guilds 
that are to give the worker power are just the present Trade 
Unions enlarged to include all the workers in each industry, from 
labourer to manager, and extended in their function: the Union 
benefits become a complete responsibility for the material well- 
being of the worker, and the erratic influencing of industrial 
conditions by the strike extends into the fixing of output and prices 
and the distribution of the gross receipts, undiminished by rent, 
interest, or profits, as “pay” to the various grades of members. 
To the State, which is granted a tax out of rent, is left the 
purely “civic” functions and also a broad supervision. 

In his general offensive against the capitalist wage-system, 
Mr. Orage’s strongest attack is not that on the economic side. 
So far as can be understood by such phrases as “a commodity 
is something that has exchange value; labour is priceless and, 
therefore, its value cannot be expressed” (Conclusion, p. 273), 
Mr. Orage uses value to denote general ethical desert, not the 
exchange value of Marx and the English economists; and with 
such terminology it is impossible publicly to prove that under any 
system the worker either gets or does not get his fair economic 
remuneration ; fairness is a matter of personal opinion. 

Now, Mr. Orage’s opinion is that in the capitalist wage-system 
the worker will always get too little. “There is not room for 
rent and interest to live if labour absorbs its own surplus value” 
(p. 38); “the wage-system is the only method whereby surplus 
value can be secured” (p. 89). The reason for this, he considers, 
is that under capitalism the price of labour is based upon the 
cost of subsistence necessary to the maintenance of that labour 
power and its reproduction, and that from whatever “increased 
wage” is “exacted by organisation over bare subsistence ” has to be 
deducted “‘the cost of maintaining the reserve of labour necessary 
to modern production.” This theory certainly seems consistent 
with the actual wages paid to-day. But there are other hypotheses 
besides this price=cost theory capable of explaining low wages, 
and the abandonment of that explanation for the prices of com- 
modities rather makes against its application to “labour as a 
commodity”; and if, as is usually held, labour under capitalism 
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can, when organised, obtain all its net marginal product, then 
the worker, though still far from his deserts, may yet be getting 
more pay under capitalism, with its ugly sacrifices to productivity, 
than he would within Mr. Orage’s more convivial National Guilds. 

This contention is no defence, however, against Mr. Orage’s 
main attack. ‘The majority of wage-earners would be willing 
any one of them at any moment to exchange their position as 
wage-earners for the position of economic independence, even if 
the latter involved a permanent reduction of financial income” 
(p. 111). The fact that “when a man sells his labour power for 
wages he forfeits all claim upon the product,” and that “he also 
admits, by his acceptance of wages, the right of the employer 
to dictate the conditions of his employment and to terminate 
such employment” (p. 80), are objections to capitalism to cope 
with which the economist is too finicky and the political scientist 
too haughty. Our present undoubted industrial oligarchy wants 
discussing, and Mr. Orage must not only be congratulated on 
getting in the first word, but on getting it in keen. 

P. SARGANT FLORENCE 


Londres et les Ouvriers de Londres. By D. PAsquet. (Paris: 
Librairie Armand Codin. 1914. Pp. 764. Price 12 francs.) 


M. Pasquet’s work has four main sections dealing with 
General Conditions, Conditions of Labour, Poverty, and Moral 
and Intellectual Life; and, up to a point, this bears some 
resemblance to the three chief divisions of Life and Labour, 
namely Poverty, Industry, and Religious Influences. But his 
general aim seems to have been somewhat different, and his 
book is rather a treatment of a number of urgent London problems 
than a detailed investigation and account of the life of individual 
trades and districts. 

An introductory chapter deals generally with the gradual 
growth of London from Roman and Saxon times, the history of 
commercial development being left to a later chapter. This is 
perhaps a pity, since when it does come it rather breaks up the 
continuity of the narrative. The chapters on general conditions 
are four in number, and deal with the East End, Whitechapel 
and the Jewish Colony, the Housing Problem, and Com- 
munications ; and these give the key to the whole. They deal 
mainly with the poorer sections of the working class, those which 
Life and Labour classified as the Poor and the Very Poor, and 
the well-to-do working classes receive very inadequate treatment. 
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The result is that throughout an impression of pessimism is left, 
against which the author warns readers in his concluding chapter ; 
but this he could have avoided if he had limited himself less 
strictly than he has done. 

The second part commences with a sketch of London industry 
and commerce. In this the importance of the latter is contrasted 
with the relative insignificance of the former, which the author, 
like a good many Englishmen, is inclined to undervalue. It is 
true that a few large industries are entirely absent, but in spite 
of this its trades are very varied indeed, more so, in fact, than 
those of most, if not all, provincial cities. In this chapter 
some of the statistics are scarcely as recent as might reasonably 
be expected. The rest of this part is taken up by two chapters 
dealing with Intermittent Employment and Want of Work, and 
the Sweating System. Pauperism is dealt with under the heads 
of Poverty, Charity, and Public Relief; and Moral and Intellec- 
tual Life under those of Religion, Education, and Government. 
A final chapter points to the progress already made, as a warn- 
ing against undue pessimism, and suggests remedies for the future. 

That a foreign observer should have written a book of this 
magnitude upon the English capital is a feat of no little 
merit, and, considering the wide ground that he has covered, M. 
Pasquet’s reading appears to have been very thorough indeed. 
Sometimes, indeed, the statistics do not appear as up-to-date as one 
could wish; but probably the necessary figures from the Census 
of 1911 were not available in time. Moreover’, the book seems 
to be based too much on reading, not enough on personal investi- 
gation ; and it does not say very much that will striké a British 
reader as really original. But for the French student the com- 
prehensive treatment of existing information bearing upon 
London problems will no doubt have a considerable value, and 
for him no doubt it was mainly intended. 

N. B. DEARLE 


Administration of Labor Laws and Factory Inspection in Certain 
European Countries. Report by GEorcE M. Price, M.D. 
(Washington : U.S. Department of Labor; Bureau of Labor 
Statistics. 1914. No. 142. Pp. 310.) 


Tus interesting report covering the administration of factory 
laws in the United Kingdom, Germany, France, Austria, Bel- 
gium, and Switzerland is a further illustration of the extreme 
difficulty, if not impossibility, of procuring anything approaching 
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an exact impression of the efficiency, in practice, of any system of 
industrial inspection. Factory and workshop laws are so compli- 
cated that it is by no means easy to gain a clear idea even of the 
scope of the duties of the inspecting staff in any country. The 
diversity in the sphere of the laws themselves—some applying 
only to more or less limited groups of enterprises and others widely 
to all industrial concerns, however small, and even to home work 
—and the different degrees to which the factory inspectors proper 
are assisted by other authorities (for instance, local authorities or 
the police) make a true comparison between the various systems 
of administration practically impossible. We must consider, in 
addition, that a mere comparison of administrative machinery 
and of the functions it is designed to carry out, even if a possible 
achievement, is not by any means sufficient in itself. The prac- 
tical efficiency of that machinery must also be gauged, and this 
is far from being an easy task even to a person who is intimately 
acquainted and constantly in touch with the industrial conditions 
of a country. Dr. Price wisely refrains expressly from attempt- 
ing the impossible task of comparing the respective efficiency of 
administration in the countries covered by his four months’ tour 
of investigation. It is, however, open to question whether his 
chapters on the different countries might not have been drawn up 
on somewhat more comparable lines. One is tempted to feel in 
reading the report that too much attention was paid in each 
country to those particular points which happened to be brought 
most prominently to his notice. Evidences of haste are also unfor- 
tunately visible in numerous inaccuracies, sometimes only in minor 
matters, such as the spelling of names, but sometimes in much 
more vital respects. For instance, the would-be list of dangerous 
trades for which regulations are in operation in the United 
Kingdom is in reality a wild jumble of obsolete special rules, the 
regulations by which they have been superseded, and even trades 
for which no regulations have apparently ever existed. 

These things are annoying and apt to cause a feeling that the 
whole report is unreliable. But this must not be allowed to 
obscure its real merits, which are not a few. Dr. Price criticises 
the lack of “standardisation” in European countries. The recent 
development in the United States of the plan of appointing 
special authorities to issue standard regulations for the guidance 
of both employers and inspectors, makes the European plan of 
adopting a vague general rule, and leaving its interpretation 
largely to inspectors, seem queer to American eyes. At the same 
time, Dr. Price admits that the high quality of the inspectorate 
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in most of the countries under review makes such elaborate 
standardisation less necessary. This view is incidentally borne 
out in a rather interesting way in comparing the inspectoral 
systems of Germany and Austria. Standards are laid down in far 
greater detail in Austria, where the technical qualifications of the 
inspectors seem not to be of so high an order. Dr. Price believes 
that European inspectors are on the whole well enough trained to 
interpret and enforce general requirements, without such definite 
guidance as is necessary in America. He seems, in fact, to be 
greatly impressed with the high grade and character of the inspec- 
toral staff of Eurcpean countries. He attributes to this fact alone 
the superiority (which he admits) of European inspection over 
that of the United States. Dr. Price’s attempts to reproduce 
current criticisms of the systems of factory inspection in the 
different countries, though necessarily imperfect, deserve special 
notice. 

On the whole, the report will no doubt be of greater interest 
in the United States than in Europe. In a country where factory 
inspection, though advanced in a few States, is in an elementary 
stage or non-existent in others, the inaccuracies of detail due to 
hasty compilation will be more than outweighed by the value of 
the general survey which it presents. 

S. SANGER 


Jewish Immigration to the United States. By SAMUEL JOSEPH. 
(New York: Columbia University Press. 1914. Pp. 209.) 


From the destruction of the Jewish state in the year 70 to the 
present day certain geographical areas have been as it were centres 
of gravity for Jewish settlement. Persia was the first; then the 
Iberian Peninsula; then Southern Germany; then Poland and 
after its partition, Russia; and finally the United States. The 
reasons for these successive movements have been the theme of 
historians, most of whom agree that religious persecutions were 
the primary cause of the migrations, certainly as regards the 
earlier ones. But there can be no doubt in the case of the last 
that economic causes were paramount, and Dr. Joseph’s short 
study amplifies our information on the subject. 

The three countries which have furnished the majority of the 
Jewish immigrants to the United States are Russia, Austria- 
Hungary (principally Galicia) and Roumania. Dr. Joseph 
realising the necessity for an appreciation of the economic back- 
ground in each of these lands starts out with a sketch of the social 
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and political conditions in them. There is a similarity in the 
three positions : in each, agriculture predominates over industry 
and commerce, though these are making giant strides forward ; in 
all the Jews form the backbone of the middle classes and “their 
monopoly of industry and commerce has given them an influence 
far above their numerical proportions.” Dr. Joseph has worked 
out this part of his problem exceedingly well. It is somewhat 
brief; but such as it is, it is a piece of Descriptive Economics 
which does credit to Columbia University, in the “Studies in 
History, Economics and Public Law” of which this volume is 
the 145th. 

The second half of the book is devoted to a consideration of 
the numbers of the immigrants from 1881 to 1910. The author 
renders a service to statistics by pointing out that the figures 
given in the Jewish Encyclopedia, an authority frequently quoted, 
err on the side of exaggeration. Dr. Joseph’s own totals will in 
future be regarded as reliable; he arrives at them by scientific 
methods and careful work. In the period he reviews, 1,562,800 
Jews entered the United States, of whom 71 per cent. came from 
Russia, 17 per cent. from Austria-Hungary and 4 per cent. 
from Roumania. The total of Jewish immigration, however, is 
but 88 per cent. of the grand total of all immigration 
(17,729,563 between 1881 and 1910). The Jewish totals are 
further analysed as regards sex, age, and occupation; and the 
numerous tables for each will prove valuable to students of the 
question, just as the bibliography will direct the way for further 
research. 

The book is worth reading ; and all who peruse its pages will 
agree with the author’s claim that his work explains “some of 
the most important phases of the economic and social life of the 
Jews in the United States, three-fourths of whom are immigrants 
of this period.” 

M. EPSTEIN 


Graphic Methods for Presenting Facts. By WILLARD C. BRINTON. 
(New York: The Engineering Magazine Company. 1914. 
Pp. xii+ 371.) 


THE author of this stately volume, in a very modestly worded 
preface, explains that he has endeavoured to present the subject 
in such a simple way as to meet the needs of the business man, 
the social worker, and the legislator, avoiding the use of mathe- 
matics, and as far as possible of technical terms. It would be 
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of some service in a statistical library for the use of students in 
order to show them the different types of diagram available, the 
form that had better be followed in a given case, and the forms 
that should be avoided. Over 250 illustrations are given, and the 
author’s critical notes to them are often excellent. For any 
single worker, who will be interested by relatively few of the 
examples, the Volume is almost too extensive for the subject. 

It is unfortunate that the very first diagram (p. 4, and repeated 
on p. 832) is disfigured by errors: three spaces figured 0°291, 
0°367, 0°171 are quite out of proportion. Personally, the present 
writer is also unable to agree with the writer in his commendation 
of this chart; in order to read it the diagram has to be turned 
round in a way that is irritating, and anyone of sufficient intelli- 
gence to know what the numbers mean will get just as much, and 
more accurate, information from them. Fig. 114 affords a typical 
example in which he is unable to agree with the criticism at 
the foot. The chart shows simultaneous fluctuations in corn-yield 
and rainfall. The author says that the chart has been made 
misleading by plotting ‘fone curve on a larger scale than that 
used for the other curve” and from different base-lines. How 
can you be said to plot two quantities of different dimensions 
either to the same or to different scales? The one scale is so 
many bushels per acre to the inch, the other so many inches to 
the inch: they are not comparable. The scales should be chosen 
so as to make the fluctuations of approximately the same ampli- 
tude, and the shifting of the bases to make the averages coincide 


is perfectly legitimate. 
G. U. YULE 


A Theory of Interest. By C. G. Hoac. (New York: The Mac- 
millan Co. 1914. Pp. 227.) 


THE author of this book is likely to be criticised by economists 
for using new terms of his own in order to explain ideas not 
altogether novel. He objects to the term “marginal utility” for 
reasons that will probably not be considered convincing, but there 
does not seem to be any real difference between his exposition 
of the elementary principles of value and that which is commonly 
found in modern text-books. 

In the application of these principles to the problem of interest 
there is an air of novelty which gives the impression that the 
author has thought things out carefully for himself, and that has 
a value, even if the conclusions are not essentially different from 
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those of Prof. Irving Fisher. Possibly Mr. Hoag’s explanations 
and diagrams may appeal to some who find Prof. Fisher’s treat- 
ment unsatisfying. 

The author’s principal claim to originality, one gathers, is 
that “no explanation of interest advanced hitherto has contained 
a definition of the principal at once explicit and defensible” 
(p.117). The point, as.explained on pages 57, 58, and 83, appears 
to be that the “principal is two lots of services of two separated 
times, but of the same nominal value,” but the “subjective factor ” 
on which these values depend is “that kaleidoscopic procession 
we call the changing society,” not that of the individual who has 
obtained a loan, or any particular individual. The author is 
perhaps right in saving that this is not clearly recognised by 
Béhm-Bawerk and others whom he criticises, but one may doubt 
whether it is not common property amongst economists of the 
school of Marshall. The criticism of Béhm-Bawerk’s theory of 
“technical superiority of present goods” is simple and effective, 
it may be remarked. 

Interest, as arising from the interaction of demand for and 
supply of advances, is explained in a way which does not seem un- 
familiar, and which is essentially sound, so far as it goes. We do 
not find, however, the same subtlety and recognition of the funda- 
mental difficulties as in Prof. Fisher’s Rate of Interest. When 
we come to the crucial question—Why is there “cost ” involved ?— 
the explanation at first sight appears to be nothing more than 
the observation that, in point of fact, although people can always 
get at least 2 per cent. by further saving, they do not go on 
saving and investing to an extent sufficient to bring down the 
rate of interest to zero (paras. 39 and 42). Later, however 
(para. 67), the brevity of human life, the fact that men do not 
completely identify their interests with those of their heirs, and 
failure to realise the future merely because it is the future, are 
mentioned as factors on the cost side. 

One would like to ask whether it is really the case that interest 
would not be found to exist if all property belonged to little 
family groups which did not expect to die, and which considered 
the future as neither less nor more important per se than the 
present. Mr. Hoag is not the only writer who does not satisfy 


us on that point. 
C. F. BIcKERDIKE 
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La concorrenza, sistema e critica dei sistemi. By EMANUELE 
SELLA, Professor of Political Economy in the University of 
Cagliari. (Turin: Fratelli Bocca. 1915. Pp. xvi+503.) 


Tus is the first volume of an exhaustive treatise on com- 
petition and its interpretation by economists of the past, present 
and future. The author’s main thesis is that all the orthodox 
definitions of competition are inadequate, in that they are based 
on a static and not a dynamic view of society. There is, he says, 
the primitive view of competition, as a struggle among buyers 
and sellers respectively. There is the more complicated concep- 
tion, such as that of Jevons, that it is the ‘mode of adaptation 
that realises the law of indifference,” or that which he ascribes to 
Walras, Edgeworth, Pareto, Fisher-—the “method of adaptation 
of economic quantities that realises the conditions of economic 
(static) equilibrium.” Some writers have tried to translate com- 
petition into terms of utility, others to classify its different forms, 
or to treat it merely as one aspect of biological growth. ‘‘Competi- 
tion,” says the author, “in its elementary form is the state that 
results when there exists a class of active elements, such that 
each proposes to himself to follow a definite end, which is open 
to all and subject to choice, whatever may be the characteristics 
of ‘these elements” (p. 144). The actions and reactions so 
described must, however, seem to the unlearned reader to be rather 
those of the guests of an ill-organised school-treat, than of the 
members of the Great Society. The author wishes to establish a 
view of competition, ‘based on the functional view of economics, 
which shall take into account many more concrete characteristics 
than do the neo-classical economists, and shall lead up to an 
organic view of society.” Obviously a satisfactory analysis of 
competition is essential in modern economics, as the background 
of any treatise on monopolies, combinations, co-operative societies, 
&c. Professor Sella writes with affectionate respect of his 
economic predecessors, and especially of Professor Edgeworth 
among English economists. But he feels that all their efforts 
are vitiated by one or two misconceptions—they are alchemists 
distilling and re-distilling a precious liquid to free it from the 
logical impurities which it contains. ‘All attempts to deduce 
a dynamic system of economics from the economic man or from 
the hedonistic hypothesis alone, have failed, or are destined to 
fail, because of the indefinite variability of human desires and 
qualities” (p. 345). Competition is the process of “stimulation, 
inhibition, or co-ordination of definite functions,” and therefore, 
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instead of an economic man, we speak of a dynamic or “in- 
dividual social” man, who is in great part a product of society. 

We ought to think of “social individuals,” not of economic 
men, and “these individuals are a product of functional stimuli 
derived from society as a whole.” Society produces new wants, 
reacting on individual desires, which fall into two classes. We 
can look on the individual (a) as the subject of innate wants 
(e.g., with regard to food and clothes); these wants produce 
“social stimuli,” i.e., goods, for which there is a stable (?) 
demand—these are the individual wants of the economic man; 
(b) as an organism constantly reacting to new stimuli, which 
produce new wants due to society (suggested, for example, at a 
World’s Fair or at any successful exhibition). The sphere of 
competition is divided among two groups of phenomena, those 
which “preserve functional equilibrium and those which produce 
a new equilibrium.” Hence once more the importance of a com- 
prehensive theory of competitive action. 

These rather heterogeneous quotations or paraphrases from 
the author may illustrate the scope of his work, and may also 
perhaps indicate the curiously complicated nature of his defini- 
tions. Despite the clear arrangement of the subject-matter, 
the summaries by chapter and section, the headings of every 
degree of ordered complexity, and the enlivenment of the argu- 
ment by some vivid metaphors and by an admirable range of 
quotations, one cannot but feel that the author might well have 
condensed—that the silkworm (to use his own simile) might 
have come rather more quickly out of its chrysalis. Is this only 
the unjustified impatience of the observer? 

A second volume, postponed on account of the war, proposes 
to deal with ‘Competition and the Foundations of Political 
Economy.” 

C. V. BuTLer 


The War of Steel and Gold. By H. N. Braitsrorp. (London : 
G. Bell and Sons, Ltd., 1914. Pp. 317. 8vo. Price 5s.) 


Mr. BRAILSFORD’S brilliant book derives a special value from 
the fact that it was written and published before the war. Th. 
calamity which he did not expect has come to pass. Class diplo- 
macy, with its theory of balance of power and its practical affection 
for certain types of finance, has achieved a war which was not 
wanted by a majority of the inhabitants of Europe. The triumph 
of the upper classes is a crushing defeat for the poor of all nations. 
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The chapters on Class Diplomacy, Pacifism, and Socialism and 
Anti-Militarism are very interesting when read in the light of the 
actual events of July and August last year. But this is not the 
place to discuss them. The author’s proposals—especially as to 
the control of finance—deserve the consideration of economists. 
If, after the war, there is any desire to remove the causes of war, 
it will be important to ascertain what can be done. Some evils 
—private armament firms, conscription, secret diplomacy, pro- 
tective tariffs—are not necessary. Bui it is hard to see how the 
connection between diplomacy and finance—between foreign 
policy and financial interests—is to be regulated. Of this con- 
nection there is no record, because the relationship is unofficial. 

Last year, in the course of a cause célébre in Japan, it came 
out that the British Embassy had made great efforts to prevent 
the fact that an important English armament company had bribed 
Japanese Admirals from becoming publicly known; but we know 
nothing more of the exact relationship between the Foreign Office 
and this firm. It is just because the matter is not official that we 
do not know how far the Foreign Office advises, supports, or winks 
at the more undesirable methods of the capitalist and the financier. 
Mr. Brailsford proposes that a register should be kept of all capital 
owned abroad by British subjects, distinguishing two classes of 
undertakings—“ those which merited recognition and some 
measure of official protection, and those to which recognition was 
refused.” I venture to doubt whether this would produce good 
results. The scheme would give the first class a greater claim 
for support than they have at present. In doubtful cases the 
expedient of one company, which was recognised, holding shares 
in another which was not, would be adopted. The very moderation 
of the proposal is a defect. Let us take the instance mentioned 
above. Undoubtedly the English company would be recognised 
—it has many important shareholders; under the present circum- 
stances, if the war had not broken out, there might have been 
some awkward criticism of the action of the British Embassy at 
Tokyo. But under Mr. Brailsford’s scheme the official answer to 
criticism would be obvious—namely, that there was an implied 
duty on the Foreign Office to assist a recognised company. Alter- 
natively the company might not come within the ambit of the 
proposal at all; for if a battleship is bought in England, the 
sending of it to the foreign purchaser is not an export of British 
capital. 

For reasons such as these it seems to me that Mr. Brailsford’s 
proposal ought to be worked out by him in some detail and sub- 
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mitted to careful criticism. It may be that it would be possible, if 
there should be a great change of public opinion (there is no trace 
of this at the present time), to devise some scheme on Mr. Brails- 
ford’s lines which would have beneficial effects. But the matter 
is one of great difficulty. It is part of a larger problem—how to 
control large aggregates of capital, held by many people, without 
unduly checking enterprise. 

The book is very interesting on many points and very well 
written. It suggests many problems for economists. Everybody 
ought to read it. 

C. P. SANGER 








THE WAR IN RELATION TO BRITISH FOREIGN 
INVESTMENTS. 


THE mobilisation of the national resources for the purposes of 
war has necessarily impaired the capacity of Great Britain to 
provide for further developments. It is no longer possible to furnish 
the large streams of capital which normally flow into industries 
at home and abroad. It is open to grave doubt whether Great 
Britain is maintaining its accumulated capital intact, whether 
the wear and tear of plant, buildings, &c., in the country are 
being fully replaced, and whether British holdings of foreign 
securities are not being reduced. Information necessary for a 
final judgment on these points is not yet available, and in par- 
ticular it is difficult to determine whether, or to what extent, the 
material equipment of industry within the country is being 
injured. In regard to capital invested abroad the problem is 
rather more simple. Movements of capital and transferences of 
securities from one country to another do not so readily escape 
notice as do fluctuations in the amount of capital and changes of 
ownership within the country. When securities hitherto owned 
in this country are sold abroad, or when securities are bought 
from abroad, the fact is often commented upon in the newspapers ; 
and the state of the foreign exchanges is apt to indicate the time 
when such sales or purchases are likely to take place. More 
important is the fact that capital for investment at home has in 
recent years been subscribed for the most part privately or semi- 
privately ; while capital for investment abroad is usually invited 
by public advertisement. Further, the returns of international 
trade may be employed to check and measure the movements of 
capital as shown in the statistics of new issues. While the time 
is hardly yet ripe, therefore, to estimate the effects of the war 
upon capital invested in this country, it is feasible to attempt a 
preliminary review of the position in regard to investments 
abroad. 

One of the most striking features of the crisis in July last 
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year was the impetuous rush of bankers and other creditors to call 
in money lent abroad and to liquidate holdings of foreign securi- 
ties. The international situation was at first regarded more hope- 
fully in this country than on the Continent, and the London 
market stood firm, while selling orders for international stocks 
flowed in, and Continental creditors withdrew such credits as they 
had in London. But soon London in turn began to call in loans 
outstanding abroad, securities were passed on to New York, until 
the general uncertainty of obtaining payment, and the impossi- 
bility of effecting a sudden liquidation all round, necessitated the 
closing of the Stock Exchanges and the introduction of emer- 
gency measures to permit of delay in meeting obligations. The 
breakdown was owing not to any inherent weakness in London 
itself, but to the mability of foreigners to meet the great claims 
suddenly made upon them. The process of liquidation, however, 
continued, though under difficulties, and at a more gradual rate. 
No payments could be obtained from enemy countries, but else- 
where debtors and borrowers in course of time repaid large sums. 
This is notably true of the United States. According to the 
estimate of the Secretary of the Treasury, American business-men 
and bankers were indebted to London in the sum of approximately 
£90,000,000 maturing by January Ist, 1915. A large part of this 
amount was undoubtedly repaid, in the form of gold placed to the 
credit of the Bank of England in Ottawa, and in the form of 
foodstuffs, merchandise, and war equipment sent to Great Britain. 
From some other countries it was more difficult to obtain pay- 
ment. This applies particularly to Russia, the crippling of whose 
export tradé largely prevented merchants from making remit- 
tances. The same circumstances have made it necessary for Russia 
to borrow for the purpose of paying interest on her national debt 
and of securing munitions of war. 

Again, in South America, inability to obtain further loans and 
the calling in of credits produced a serious collapse, accompanied 
by numerous failures and defaults in the payment of interest. 
Time, the necessity to economise, and the growth of European 
demand for foodstuffs and other produce at high prices have, how- 
ever, resulted in a considerable improvement in the financial 
position of South America. American financiers have recently, 
too, been able to step into the breach, and grant loans which 
would normally have been effected through London. It is 
reported that considerable advances are being made in Argentina, 
where £8,000,000 to £10,000,000 of obligations are estimated to 
fall due to Great Britain during the current year. From one 
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source and another, therefore, but principally from the United 
States, British capitalists have been able to withdraw large sums. 
From America, indeed, the purchases of raw produce and manu- 
factured goods have been so large in comparison with the sales 
of British goods, that the exchanges have moved against 
Great Britain, and for six months past withdrawals of maturing 
obligations have been insufficient to prevent the rates from falling 
below par. Mere withdrawal of loans as they fell due was there- 
fore supplemented by actual sales of securities in New York, after 
the stock markets had been gradually brought back into working 
order. At first, sales from abroad appeared to be mainly on 
account of German and Austrian holders, the exchange rates 
having become adverse to Germany and Austria at an earlier date 
than they became adverse to Great Britain. Since the new 
year, however, newspaper reports indicate clearly that there has 
been a steady sale of securities by British holders. The securities 
sold were for the most part American railroads and industrial 
stocks, but some other stocks are also said to have changed hands. 
For example, a small quantity of German and Austrian Govern- 
ment stocks, upon which interest could not be received by British 
holders during the war, are supposed to have been sent to 
America ; and it is possible that some Argentine stocks have also 
been sold. Such securities, however, find only a limited market 
in the United States, and the bulk of the selling is undoubtedly 
of American stocks. Selling has been favoured for some months 
past by higher prices and by the favourable rates quoted for 
remittances from America to London. 

In connection with the transference of securities, it may be 
noted that the restrictions imposed upon the London Stock 
Exchange at its re-opening in January hinder the purchase of 
securities from abroad. It is provided that no securities will be 
good delivery on the Stock Exchange unless supported by the 
declaration by a banker, broker, or other responsible party that 
they have remained in physical possession in the United Kingdom 
since September 30th, and have not since the outbreak of war 
been in enemy ownership. Further, no securities to bearer, or 
endorsed in blank, will be a good delivery unless impressed with 
the Government stamp dated previous to October 1st, and accom- 
panied by a declaration similar to that required above. 

The efforts of British capitalists to withdraw loans from 
abroad, wherever and whenever possible, were naturally accom- 
panied by a general refusal to enter into new commitments, 
though the artificially easy condition of the money market was 
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responsible for a number of exceptions. It was of course open 
to would-be borrowers to negotiate for loans in London and to 
invite subscriptions to prospectuses, but the terms which had to 
be offered to secure a successful result were such as to be usually 
prohibitive. The following table (compiled mainly from figures 
published in the Statist) shows that the amount of capital offered 
for subscription on account of colonial and foreign countries sank 
to insignificant proportions from August, 1914, onwards. 


CAPITAL ISSUES IN GREAT BRITAIN ON ACCOUNT OF BRITISH 
POSSESSIONS AND FOREIGN COUNTRIES. 


British Foreign 
Possessions. Countries. Total. 
£ £ £ 

January 1914 ... re 26,117,783 11,216,683 37,334,466 
February ,, ... ae 10,760,797 20,800,156 31,560,953 
March sar a ee 10,289,937 11,541,488 21,831,425 
April aS 9,373,898 3,653,086 13,026,984 
May » 5,502,465 3,106,095 8,608,560 
June ews wae 12,912,167 9,705,912 22,618, 079 
July err nas 9,624,680 7,317,475 16,942,155 
August tee ees see 119,800 55,000 174,800 
September ,, ... er: nil nil nil 

October er wa 10,000 1,229,224 1,239,224 
November ,, ... ae nil 651,500 651,500 
December ,, ... aes 1,003,295 890,625 1,893,920 
January 1915 ... ite 298,000 60,000! 358,000 
February gee dns me 80,000 25,000? 105,000 
March Bt Seen sas 5,126,200 nil 5,126,200 
April ae aa 2,507,930 1,975,000 4,482,930 


! Excluding £10,000,000 of French Treasury Bills. 
2 Excluding £9,500,000 of Russian Treasury Bills. 


The amount offered for subscription would doubtless have been 
rather larger in the more recent months but for the intervention 
of the Treasury. An announcement was made on January 17th 
last to the effect that dealings upon the Stock Exchange in new 
issues would only be permitted if the latter had been approved 
by the Treasury before they were made. Issues for undertakings 
in the Colonies would only be allowed where it was shown that 
“Urgent necessity and special circumstances” existed ; and issues 
for undertakings outside the British Empire would not be allowed 
at all. It was laid down, however, that permission would not in 
ordinary cases be withheld where an issue was required to 
replace Treasury Bills or other short instruments held here and 
falling due. These regulations no doubt stopped a good many 
issues which would otherwise have been floated, assisted as they 
would have been by the artificial ease of the money market. It 
is interesting to note that the regulations have been relaxed in 
one or two cases, the principal of which is an issue made by the 
Central Argentine Railway. 

5 2 
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The liquidation of foreign investments and the stopping of 
new capital issues in London are but half the story of the last nine 
months. For the British Government has been obliged to give 
financial assistance to the Allies and to the Colonies. The exact 
amount of the advances up to date is not known, but the size of 
the sum involved may be gauged from the following list, which 
shows in respect of each country the amount known to have been 
either promised or actually advanced in connection with the 
war :— 


£ 
British Colonies ea we oe 45,000,000 
Russia ee uae noe ae 41,500,000 
France aA _ Ae roe 10,000,000 
Belgium oe ae xe oe 10,000,000 
Serbia Ae es Bee e's 800,000 
107,300,000 


The £45,000,000 for the British Colonies is being made 
directly by the Government out of the War Loan issued in 
November last. It was estimated in February by the Treasury 
that Canada would require £12,000,000; Australia £18,000,000 ; 
New Zealand £5,250,000; and South Africa £7,000,000. In the 
case of Russia £32,000,000 was stated by Mr. Lloyd George to 
have been actualiy advanced by February 15th. To this must 
be added the proceeds of a public issue of Treasury Bills to the 
amount of £9,500,000 in February. A similar issue of French 
Treasury Bills was made in January. The total amount of loans 
made to the Colonies and to foreign countries is seen to be 
over £107,000,000. This, together with other new capital 
(£14,032,000) issued since the outbreak of war, and a-consider- 
able amount of instalments falling due on issues made before the 
war, represents a very large sum to be set off against the with- 
drawals of capital described above. 

The question whether the withdrawals of capital have been 
greater or less in value than the new loans granted since the out- 
break of war may now be considered, with the assistance of the 
statistics of foreign trade of the United Kingdom. 

Apart from movements of capital and interest, and with the 
exception of certain items of a non-commercial nature, it is 
obvious that the value of goods and services supplied to foreigners 
by the inhabitants of this country exactly balances the value of 
the goods and services received. An excess of goods and services 
received within a given period denotes either an inflow of capital, 
including short term credits, or an inflow of interest on capital 


4 In his Budget speech Mr. Lloyd George stated that £52,378,000 had been 
advanced to the Dominions and to our Allies by the end of last Financial Year 
(March 31) 
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formerly lent abroad. Similarly an excess of goods and services 
supplied within a given period denotes either an outflow of capital 
or an outflow of interest on capital formerly borrowed. If, there- 
fore, the difference between the values of goods and services 
supplied to foreigners and the goods and services received from 
foreigners in the course of business could be ascertained, the net 
inward or outward flow could be related to capital and interest 
transactions. The problem of discovering whether, and in what 
quantity, capital was being imported or exported could be directly 
attacked. Unfortunately the only statistics available as a starting 
point are the statistics of imports and exports. The values of 
imports into the United Kingdom, as recorded, include a large 
sum attributable to services performed in connection with shipping 
and insurance by the inhabitants of the United Kingdom. The 
values of exports from the United Kingdom, on the other hand, 
exclude a large sum attributable to services performed in con- 
nection with shipping, insurance, &c., by the inhabitants of the 
United Kingdom. Allowance must therefore be made, by deduct- 
ing from the value of the imports or adding to the value of the 
exports, as officially recorded, the net sum accruing to the in- 
habitants of the United Kingdom on account of freight and 
insurance services. An estimate must also be made of the value 
of various other services performed on behalf of persons living 
abroad, but not taken into account in the value of exports as 
officially recorded. These earnings include payments for the 
services of bankers, insurance brokers, and other members of 
the financial community, as well as payments for the India Office 
and services connected with Government. On the other hand, 
there are services of a corresponding nature performed abroad 
on account of the inhabitants of the United Kingdom, which have 
to be paid for accordingly. Another item in the international 
balance sheet is services rendered to tourists in this country or 
abroad. Again, there are items of a non-commercial nature, such 
as remittances by Indian civilians and merchants to their families 
at home, and presents by emigrants to their friends and relations. 
Further, there are some shortcomings in the trade returns in the 
valuation of goods bought and sold. It is said, for example, that 
a considerable amount of diamonds imported from South Africa 
and elsewhere escapes valuation ; while sales abroad of old ships 
vannot be recorded. Since the outbreak of war it is to be noted 
that an important class of goods has been excluded from the 
exports. The monthly statements of trade contain the express 
warning that “the accounts of goods exported include goods 
bought in the United Kingdom by, or on behalf of, the Govern- 
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ments of the Allies, but do not include goods taken from British 
Government stores and depéts, or goods bought by His Majesty’s 
Government and shipped on Government vessels.’’ The exclusion 
of these goods from the exports does not complicate the calcula- 
tion at present in view, because the goods do not represent either 
commerce or investment abroad. Military and Naval stores on 
Government véssels arriving in this country are, however, also 
excluded from the trade accounts, as well as any goods shipped 
direct from abroad to France for the use of the British armies. 
This is, of course, an important item at the present time, and the 
value of the goods purchased must be added to the excess of im- 
ports. According to Dr. Bowley, the value of captured enemy 
cargoes is included among the imports. It is, however, not an 
import which has to be paid for, and some deduction should be 
made on that account from the excess of imports. It is under- 
stood that enemy ships and presents of grain, sugar, &c., from the 
Colonies are excluded from the official returns, and it is therefore 
not required to make any allowance for them. 

To proceed now to the actual problem. The values of imports 
and exports and the excess of imports are set out below, in a 
table which contrasts the trade balance since the outbreak of war 
with (i) that of the year 1913-14, and (ii) the average of the 
period 1906-1913 :— 


IMPORTS AND EXPORTS (inctupIna Gotp AND SitveR) AND EXCESS 
OF IMPORTS. 


;000’s omitted. 
Excess of 
Imports Exports Excess of Excessof Imports 
1914-15 1914-15 Imports Imports’ Average 
1914-15 1913-14 of 1906-13 


£ £ £ £ £ 
August ... bd ..- 65,162 33,303 21,849 7,448 7,788 
September ant ... 47,291 32,633 14,658 9,507 6,555 
October en ... 63,276 36,366 16,910 9,793 8,086 
November Sof ... 57,590 31,426 26,164 16,713 17,946 
December ae ... 69,253 33,223 36,030 20,645 19,162 
January sie ..- 69,829 36,526 33,303 14,124 15,319 
February — ... 67,386 34,674 32,712 8,829 12,491 
March ... ae ... 77,639 39,792 37,847 11,316 14,562 
April... aes ... 74,748 43,818 30,930 11,711 12,993 
May .... A aus = = —— 6,310 10,227 
June he oe = —= — 13,585 10,732 
July... ae sive — = — 11,070 8,088 








Total --» 572,164 321,761 250,403 141,551 143,949 


The excess of imports over exports during the nine months 
August to April amounts to £250,000,000, and has been more than 
double the normal excess; while it is far larger than at any 
previous time in our history. The first year of war is likely to 
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produce an excess of nearly £350,000,000 in the value of imports 
over exports. 

It is important to notice that the ‘‘ adverse ’’ balance of trade 
is in reality greater than the excess of imports indicated by the 
statistics above. Large amounts of gold, which would normally 
have been imported, have been accumulated in Ottawa and in 
South Africa on account of the Bank of England. It is believed 
also that some gold is being similarly held in Australia. Accord- 
ing to the New York Journal af Commerce, the amount trans- 
ferred from the United States to Ottawa last autumn was 
£14,600,000. By the end of April, however, movements in the 
opposite direction had appreciably reduced the amount held in 
Ottawa. The quantity of gold held in South Africa appears 
to be much larger. During the nine months August, 1914, to 
April, 1915, imports of gold from the Transvaal amounted to only 
£1,725,000, compared with £26,379,000 and £29,266,000 in the 
corresponding periods of 1913-14 and 1912-13 respectively. This 
would apparently indicate that at least £25,000,000 has been 
accumulated in South Africa, though the amount may have been 
reduced by withdrawals. It may perhaps be assumed that the 
‘‘adverse’’ balance of trade is increased by £30,000,000 on 
account of gold accumulated in Ottawa, in South Africa, and 
elsewhere. It appears, in addition, that £8,000,000 of gold 
known to have been received from Russia during December was 
not included in the import statistics. The inclusion of this 
amount would raise the ‘‘ adverse’’ balance of trade still more, 
but perhaps it may be set off against unrecorded withdrawals of 
gold for abroad, and ear-marking of gold at the Bank of England 
on foreign account, and against the enemy cargoes of captured 
ships, which are included in the imports, though they have no 
place in the international trade account. 

Another and probably a larger addition must be made to the 
excess of imports, on account of military and naval stores brought 
to this country, or purchased abroad and supplied to the Army 
and Navy without being brought to this country. With regard 
to naval and military stores brought to the United Kingdom, it 
appears that when carried in Government vessels and consigned 
to the Government, they are always excluded from the accounts 
of imports. Some goods, such as petrol and tobacco, are, it is 
understood, brought into this country by way of trade on Govern- 
ment vessels, and find a place in the import figures, although 
they may pass afterwards into Government possession. In 
regard to goods imported for Government account in private 
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vessels, it is understood that details are not included in the state- 
ments of imports when the naval or military authorities desire to 
withhold information. This doubtless holds good of guns, ammu- 
nition, &c., of which no particulars appear in the statistics of 
imports. In addition to goods arriving in the United Kingdom, 
it is possible that military stores are shipped, e.g. from America, 
direct to the British Army in France. It may be surmised, also, 
that large payments have to be made in connection with wages 
and salaries, and with requisitions and other purchases effected 
by the Army abroad. What sum should be added to the excess 
of imports on account of these various items, there is at present 
no means of ascertaining. Jor the purposes of the present 
article, however, it will be arbitrarily assumed that the total 
sum to be added to the excess of imports for the nine months is 
of the magnitude of £100,000,000—1.e., £30,000,000 for accumu- 
lations of gold abroad, and £70,000,000 for military and naval 
stores, &c. The total ‘‘adverse’’ balance to be accounted for 
during the nine months under review is thus increased from 
£250,000,000 to £350,000,000. To what extent is the excess 
paid for by services and in other ways, as described above? 

The principal deduction to be made from the excess of imports 
is on account of shipping receipts. I have elsewhere! estimated 
the net amount accruing to the inhabitants of the United Kingdom 
from this source at about £90,000,000 in 1907. Since that year 
there has been a considerable increase in the tonnage of the 
mercantile marine. At the end of 1907 the gross tonnage on the 
register was 18,089,642 tons, while on December 31st, 1914, the 
figure was 20,009,530 tons—an increase of over 10 per cent. The 
carrying capacity of the ships probably increased rather more than 
this, because a considerable tonnage of sailing ships has been 
replaced by steamships, which have a greater speed. On the 
other hand, about one-fifth of the British mercantile marine is 
known to have been taken over by the Government since the war 
began, partly to be converted into cruisers, and partly to act as 
transports for the Army. Probably the tonnage thus taken over 
represents more than one-fifth of the carrying capacity of the 
mercantile marine, because it is the fastest vessels which have 
been converted into cruisers. The existence of minefields and 
delays in connection with loading and unloading have also tended 
to reduce the average number of voyages per vessel. The 
statistics shown below, as to tonnage entered and cleared in the 
foreign trade at British ports, indicate that the carrying capacity 

1 See my book, The Export of Capital, 1914. 
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of mercantile vessels still trading has been reduced by not more 
than one-third as compared with 1907 : 


NET TONNAGE OF BRITISH VESSELS ENTERED AND CLEARED 
IN THE FOREIGN TRADE WITH CARGOES. 


Entered. Cleared. Total. 
August 1914 to April 1915 .... 18,082,677 16,069,418 34,152,095 
August 1913 to April 1914 ... 24,100,432 26,270,633 50,371,065 
Year 1907 (excl. May-July) ... 21,601,364 27,198,865 48,800,229 


There is apparently no reason to suppose that the average 
length of the voyage is less now than it was a year ago or in 1907, 
and it is assumed accordingly that the capacity of the mercantile 
marine has been reduced by one-third as compared with the year 
1907. The average rates of freight earned since last August have, 
on the other hand, been much above the level of 1907, as is indi- 
cated by statistics compiled from the Statist :— 


Average Average for 

Voyage. for Year Period Aug. 1914 Increase. 

1907. —April 1915. per cent. 
Alexandria to L.H. se £3 8/04 16/3 102 
Bombay to p.p. dwt: ... nee 15/2 34/3 139 
Burmah o.¢ aap pee ie 22/7 47/6 110 
Calcutta to p.p. (jute) ... an 21/12 41/10 98 
River Plate to U.K./C ... sik 12/11 44/6 244 
U.S. to L.H. (cotton)... me 27/73 78/4 183 
U.S. to U.K. (grain) a as 2/6 6/4 153 
Cardiff to Bombay Pie rer 9/0} 21/4 135 
Cardiff to Colombo ep des 9/24 22/- 163 
Cardiff to Port Said a ee 6/5 20/6 219 
Cardiff to River Plate ... ace 13/11} 19/10 42 


The mean increase of the outward rates is 147 per cent., and 
of the inward rates 140 per cent. If these figures are representa- 
tive of “tramp” freight rates as a whole, it would appear that 
rates are nearly 2} times as high as in 1907. The freights 
obtained by liners usually change more slowly than those obtained 
by “tramp” vessels. But it is not certain that the level of liner 
freights has in the nine months since last August been lower 
in comparison with the level of 1907 than that of “‘ tramps.’’ 
Information supplied by the New York Produce Exchange 
shows that while an average of 218d. per bushel was paid 
on wheat from New York to Liverpool in 1907, the average for 
the last five months of 1914 was 5°06d., or 132 per cent. more 
For bacon the rate of freight rose from 10s. per ton to 30s. per 
ton, 1.e., by 200 per cent. If the period since January last had 
been taken into account the percentage increases would have been 
considerably greater. On the whole, it appears probable that the 
commandeering of numerous liners, and the necessity which liner 
companies experienced to charter ‘‘tramp’’ vessels, have caused 
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liner freights to approximate more closely than would normally 
be the case to the level of ‘‘tramp’’ freights. 

In order to allow for a possible increase in the proportion of 
expenses in foreign ports, and to be well on the safe side, the 
general level of freight earnings is here assumed to be only 120 
per cent. higher than in 1907. On this basis, and making allow- 
ance for the smaller effective tonnage of the mercantile marine, 
the sum accruing to the inhabitants of the United Kingdom 
during nine months of war is reckoned as £100,000,000. 

The allowance to be made in 1907 for commission and insur- 
ance earnings, financial services performed in London on account 
of foreigners, office expenses of British companies operating abroad, 
&e., was estimated at nearly £30,000,000 ; while some £14,000,000 
more were allowed for services in connection with Govern- 
ment, for remittances of various kinds, and for old ships sold 
abroad. The financial services performed in London on account 
of foreigners have undoubtedly been greatly restricted in conse- 
quence of the war. Many payments ordinarily made through 
London have been effected through other centres. The volume 
of business transacted for foreigners on the Stock Exchange has 
been greatly diminished. The number of American tourists in 
this country is much smaller than usual. On the other hand, 
the number of British subjects requiring remittances to be sent 
to them abroad is also probably less. The cost of Indian and 
other Government services in London is probably unchanged, and 
the office expenses of companies operating abroad cannot have 
been greatly curtailed. Earnings from insurance of cargoes in 
transit may have been above the normal, because the loss of 
cargoes early in the war was below expectations. The value of 
all these items together may perhaps be guessed at 75 per cent. 
of the figure for 1907, 7.e., £33,000,000 per annum, or £24,000,000 
for the nine months. Freight and other earnings together would 
thus amount to about £125,000,000 during the period August, 
1914, to May, 1915. 

The excess of imports shown above was £250,000,000, to 
which was added about £100,000,000 for other items, making a 
total of £350,000,000. The balance attributable to capital and 
interest transactions, obtained by deducting £125,000,000, is, 
therefore, £225,000,000. This sum represents the excess of 
capital and interest coming into the United Kingdom over capital 
and interest going out. 

The principal item in this equation is the amount received as 
interest and dividends, which may be put roughly at £125,000,000 
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for the nine months. Sir George Paish estimated the interest 
on British foreign investments at £140,000,000 in 1907. Since 
that time there has been a great expansion, and on the basis 
of the increase of income actually identified by the Commis- 
sioners of Inland Revenue as derived from abroad, the amount 
can hardly have been less than £190,000,000 per annum at 
the outbreak of war. This would represent a sum of 
£142,500,000 in nine months. No doubt the war has caused 
an important diminution in some directions. A number of 
defaults have occurred, while many companies have reduced 
their dividends, and no interest is received for the time being 
from investments in enemy countries. It appears unlikely, 
however, that the falling off in the amount received is as much 
as 12 per cent. The remaining difference of £100,000,000 
(£225 ,000,000 less £125,000,000 of interest and dividends) repre- 
sents a net import of capital from abroad—a net withdrawal of 
British capital from investment. It might indeed, theoretically, 
represent capital owned by foreigners and sent into this country. 
The available evidence, however, does not indicate that any 
important sums of capital have been lent by foreigners, and it 
may be said, therefore, that £100,000,000 of British capital have 
been withdrawn from abroad. This figure, it must be observed, 
indicates only within a considerable margin of error the magni- 
tude of the sum involved. Until accurate information as to 
military stores, and as to other items in the international balance 
sheet, are forthcoming, it is not possible to speak with certainty 
as to the precise amount of capital withdrawn from abroad. 
The conclusions reached in the present article may now be 
summarised. Since the beginning of the war there has been a 
marked change in the nature of British foreign investments. On 
the one hand, large amounts of capital have been withdrawn, 
notably from the United States, by the calling in of loans and by 
sales of securities. On the other hand, important sums have 
been lent to the allied Governments, and to the Colonies, for 
the purpose of financing the war; and smaller amounts have 
been advanced for other objects. A quantitative analysis of the 
trade balance of the United Kingdom indicates, however, that 
the withdrawal of capital from abroad has exceeded the new 
loans granted by a sum of the magnitude of £100,000,000, more 
or less. Compared with the estimated aggregate of British in- 
vestments abroad—namely, £3,500,000,000—the inroad made so 
far on the accumulated wealth of the country is inconsiderable. 
C. K. Hopson 








THE EFFECT OF THE WAR ON EMPLOYMENT. 


II. 


In continuation of the reports on the state of employment in 
October and December of last year, a report, based on an inquiry 
in the middle of February, 1915, has been issued by the Board 
of Trade.! No report has been issued for April, and, as a ques- 
tionnaire is known to have been sent to employers, it is to be 
feared that no further information is to be made public. It is 
a pity if this is so. It is not easy to see what harm could possibly 
be done by such information as these reports contain; while, in 
many ways, now and more .especially in the future, a public 
record of the economic events of so abnormal a time would have 
been of considerable value. But, indeed, it is idle at this stage 
to seek a definite reason for so fashionable a thing as the sup- 
pression of public information, and these reports, it may be 
assumed, are merely the latest victim of the official policy of 
safe-side secrecy. The course of affairs which the February report 
reveals is, broadly, one of “the same thing, only more so.” There 
has been a general increase in the demand for labour both male 
and female, the demand for women having been, of course, 
augmented by the official campaign for the substitution of men 
by women, and a transference of labour has taken place to such 
an extent that industries which are depressed find nearly as 
much difficulty as those which are busy in obtaining adequate 
supplies of labour. Agriculture, the docks, and the various 
transport trades, equally with industry, could find employment for 
a great many more men. 

The results for industrial occupations as a whole are shown in 
the table which follows. The results by industries are shown in 
Table II., where the trades are arranged in groups according to 
the degree of pressure which they are experiencing. 


1 Cd. 7850. 
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TaBLE I. 


State of Employment at various dates since the Outbreak of War compared with 
State of Employment in July. 


(Numbers employed in July= 100.) 





Males. Females. 





Sept., Oct., Dec., | Feb., Sept., Oct., | Dec., Feb., 











1914, 1914, 1914. | 1915. 1914. | 1914. | 1914. 1915. 
Employed in July | 100 ; 100 100 100 100 | 100 100 100 
Still on full time 60-2 | 668 65°38 |. 68°4 53-5 619 | 66:6 750 
On overtime... | 36 5-2 12-3 | 13°8 2-1 59 | 108 10°9 
On short time ... 26-0 17-3 10:5 | 6-0 36-0 26:0 | 19-4 12°6 
Contraction of | | | ; e 
numbersemployed 10:2 10-7 10:9 | 11°8 8-4 | 6-2 3°2 1°5 
Known by em- | 
ployers to have | 
joined the Forces. 8-8 10-6 13-3 | 154 — — - a 
Net displacement — 1°4 —O'1 |+24 | +3°6 [-—84 |—6°2 |— 3°2 - 1°5 
(—) or. replace- | 
ment (+). 








The recovery in the cotton trade, which the figures show, has 
suffered a check since February. Neither the Indian nor Far 
Eastern markets have fulfilled the expectations which manu- 
facturers previously entertained. 


Government Orders.—The Need for Engineers. 


The leading development in the last few months has been the 
increase of pressure on the metal trades. 

For a time there was no need to pick or choose between the 
industries, or groups of industries, which are mainly engaged on 
Government work. ‘The military needs of Great Britain and 
her Allies were as much the principal concern of the woollen 
sheds of Yorkshire, the boot factories of Northampton, and the 
tailoring shops of East London, as of the engineering works and 
shipyards of Newcastle, Barrow, Sheffield, and the Clyde. But in 
the last few months the industries which provide munitions of 
war have sprung away from the others into a position of unique 
importance. 

The urgency of the demand for guns and shells and for the 
men to make them has become a matter of public notoriety. The 
story of Neuve Chapelle, the talk of the necessity of mobilising 
the national resources, the search for a man of ‘“‘push and go,” 
which have materialised in the establishment of at least two 
committees, each with its man of ‘push and go,’’ whose 
co-ordination is a mystery; the drink campaign, with its 
sensational opening and tame conclusion; and finally, the 
fall of the Liberal Cabinet, and the establishment of a 
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Ministry of Munitions, have focussed public attention on 
the problem. The process of industrial mobilisation is as yet 


far from complete. 


There are many small engineering firms, of 


whose services the Government have still to make use; many 


firms are carrying 


out Government orders and private orders side 


by side; and, despite Ministerial references to the necessity for 
discrimination in- recruiting, men from engineering works that 
have not yet been mobilised are still, eight months after the 


State of Employment 


TaBLeE IT, 


in December, 1914, and February, 1915, compared with 
Employment before the War. 


(Number employed in July=100.) 





Approxi- 
mate 
Industrial 
Trade Groups. | Popula- 
tion, 
Census, 
Group I. 
Shipbuilding 164,000 
Leather and 
Leather 
Goods ... .. 67,000 
Chemicals (in- 
eluding Ex- 
plosives) ... 122,000 
Engineering ... 665,000 
Woollen and 
Worsted ... 129,000 
Boot and Shoe 199,000 
Hosiery ee 18,000 
Iron and Steel 311,000 
‘00 a 315,000 
Saw Milling .. 44,000 
Coal and other 
mines 1,164,000 
Group II. 
Clothing 235,000 
Paper and 
Printing ... 240,000 
Linen, Jute, 
and Hemp... 42,000 
Cotton ‘es 259,000 
Cycle, Motor, 
Carriage and 
Wagon 
Building ... 202,000 
China, Pottery, 
and Glass ... 83,000 
Group III. 
Building . 1,023,000 
Furniture and 
Upholstery 141,000 
Brick, Cement, 
| ree 78,000 
Tinplate 23,000 



































MALEs. 
December, 1914. February, 1915. 
ontrac, | Net Pontracy ai’ Net | | 
ion (-)| ics ion (- ldisplace- 
or Ex: | ehave (vaene LO ES |foined | ment. | On | On 
pansion \"joined | (—) or pansion | the | (—) or | Short | Over- 
Las the _|replace- Dato Forces. | replace-| Time. | time. 
em- | Forces.| ment em- | 255 | | 
ployed. | | (+) | ployed. | peer) | 
| | | | | | 
— —_ ai S| | — — 
| } | | ! 
Per | Per | Per Per | Per | Per | Per | Per 
cent. | cent. | cent. | cent. | cent. | cent. | cent. | cent. 
— 60) 136) + 76]— 24) 139 | +11°5 | 0-7 | 44-5 
| | | 
— 10) 142 4182) 4+ 25) 160) +185) 26 | 40-7 
} | a a 
— 33 | 154/412] 4+ 12) 17-4|+18°6 | 10 | 241 
— 87) 146) + 59] — 91 | ier] + 7°0 | 36 | 208 
+07| 72i+79]4+ 03) 90t+ 93!) 39 | 271 
— 33 99|\+ 66] — 1-1 | 10-9|\}+ 9°38 | 1:3 | 36-1 
— 07 | 75/+68)—27| 123|)+ 96| 3-9 | 14-7 
— 75) 139/+ 64) — 5:7) 16-1|4+10°4 | 57 | 15-7 
— 56! 1134/4 78])— 86! 161/+ 7°5 | 25 | 16-0 
— 62) 142/480] —120/) 167/+ 41/101 | 63 
—10-4 | 137 | + 8:3] —138) 172 | + 34| 23 | 06 
| | | | 
| | | | 
~141| 125 }—1°6]—137| 140/403 | 11-5 | 141 
| | } 
—12-2 | 125/+ 03] —141|) 144/+ 03) 99 | 85 
| | 
— 82) 150\+68]—121) 171/+ 50 27-7 | 49 
-133) 96) —3°7]—111) 176) +05 | 112 | 22 
| | | 
| | 
—17-5 | 14-3 |— 8°2]—17-8 | 16-9|—0°9| 64 | 23-7 
—112} 133/+ 24]-163) 155 |—0-8| 166 | 27 
| | | | 
-215| 122|— 93]—229| 147)- 82) 71 he 
| | | 
— 2-3 | 135 \- —235 15:3 i 8°2 | 14-0 | 4-1 
—202| 135 |— 67]}-272| 156|-11°6! 146 | 3-0 
—115 63 |— S2]—142 |) 170 /— 32 296 | 08 
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State of Employment in December, 1914, and February, 1915, compared with 
Employment before the War. 


(Number employed in July = 100.) 




















FEMALES. 
——— February, 1915. 
ADOT contesstten | Conteetion. | a 
| , ndustria Yontraction ontraction } 
Trade Groups. Population : ae : aa ‘iil | i 
Jensus A xpansion xpansion 1 ; 
of Numbers | of Numbers Time. | Overtime. 
| employed. |} employed. | 
| 
Group I. Per cent. | Per cent. Per cent. Per cent. 
Leather and | 
Leather Goods 13,000 + 21:0 + 36-6 4:8 55-2 
Engineering nee 21,000 + 12:3 + 26-4 5-6 39°2 
Woollen and | 
Worsted 158,000 + 31 + 21 4-9 21:9 
Boot and Shoe ... | 49,000 — 10 + 5S 1-2 22-0 
Hosiery... early 52,000 + 78 | + 10-4 6-9 14-0 
Food sae ee 103,000 — 83 | — 96 5-1 75 
Group II. 
| 
Clothing ... i 994,000 — 32 | — 06 11°5 17:3 
Paper and Printing | 120,000 — 60 | — 83 14:3 5-4 
Linen, Jute and | 
Hemp ike tae 94,000 — 14 -— 35 37°8 3:5 
Cotton el “ee 400,000 — 93 | — 30 15:5 0-9 
Cycle, Motor, Car- | 
riage, Wagon | | 
Building... ... | 11,000 — 51 | — 10-7 3-2 24-7 
China, Pottery and | 
Glass | 34,000 — 19 | — 56 27-9 11 
Group II. 
Furniture and 
Upholstery | 23,000 — 84 | — 99 14-0 | 3-4 











outbreak of war, and several months after the discovery that 
‘‘ this is an engineers’ war,’’ allowed to enlist at a rate little below 
the average of other trades. So long as the war lasts, it is clear 
that the demands of the Government will exert a continually 
increasing pressure on shipbuilding, engineering, iron and steel, 
and the various metal trades. 

It is different with most of the other industries mainly occu- 
pied with Government work. In the woollen and worsted, tailor- 
ing, and boot and shoe trades a slackening has been noticed in 
the volume of Government orders. The armies have been 
equipped, and it is now only a question of keeping them equipped. 
The fall in Government orders has been slight so far, and it must 
not be inferred that there is likely to be any diminution in output 
or employment. While the needs of the Government have been 
met, the needs of private consumers have been set on one side, 
and there is now an accumulation of orders, which, even without 
any Government contracts at all, would keep the trades busy for 
many months to come. 
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Improved Working-class Demand. 


There are a few industries, such as lace and dress-making, 
which have been depressed ever since the war, because they are 
“luxury trades,” and people are not buying luxuries just now. 
But it is only the wealthy and middle classes whose consumption 
is restricted in this way. With good wages and a fairly generous 
scale of separation allowances the purchasing power of the work- 
ing classes is on balance decidedly greater than usual, and, as a 
result, industries, such as biscuit-making and confectionery, which 
depend mainly on working-class expenditure, are in a state of 
ereat activity. The brewing and distilling trades, despite the 
imposition of taxes and the threats of still more taxes, have not 
done badly so far. The depression in the building trade is due 
principally, not to a slack demand (it is admitted that there is an 
unusually good demand for workmen’s houses in large industrial 
centres), but to the high prices of raw materials. 


The Transport Problem. 


The high prices of materials, and the further difficulty of 
obtaining adequate supplies even at the high prices which prevail, 
form, indeed, the chief trouble which most trades have now to 
encounter. The closing of the Baltic, to which the high prices 
of timber and flax are largely due, and the cutting off of imports 
from enemy countries, are important causes of this shortage; but 
most important of all are the difficulties of transport. There are, 
for one thing, the high insurance rates for shipping due to the 
risk of capture and destruction; but besides this, and far trans- 
cending it in importance, are the restricted supply of shipping 
available for mercantile purposes, the congestion at the docks, and 
—a factor which has grown in importance lately—the shortage of 
trucks and wagons for railway carriage. This latter difficulty, in 
particular, affects not only the supply of raw materials, but the 
disposal of the finished product. The congestion at the docks 
has latterly become less acute. But the unwonted degree of 
attention which a few months ago was directed to the lives and 
habits of dock-labourers, culminating in the Liverpool experiment 
of dockers in khaki, marks the importance of the transport 
problem, which, indeed, comes second only to that of munitions 
among the industrial problems of the hour. 

Such have been the principal changes and developments in the 
last few months—important developments, it is true, yet unim- 
portant when compared with the vast mass of abnormal conditions 
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which is common to all periods of the war. As things have been 
moving lately, so, with minor modifications, they must continue 
to move in the months that lie ahead of us. The course of 
industry has, indeed, an appearance of simplicity and order, which 
may blind us, if we are unwary, to the full significance of what 
is happening. The economic problems of the war we can now 
envisage clearly enough, and in economic as in other affairs it is 
wise for the most part to concentrate attention on the period 
of the war. Yet we shall do well to pause every now and 
then and reflect on the fact that every labourer who moves from 
one trade to another, every woman drawn into industry, every 
suspension of trade union regulations, each fresh step, in short, 
in the national mobilisation, adds something to the bewildering 
chaos of industrial problems which must be grappled with when 
the war is over. B.D. EE 


No. 98.—vou. xxv. T 





THE REPORT OF THE COMMITTEE ON COAL 
PRICES. 


On February 25th the Board of Trade appointed a Committee 
of six members, to whom two others were subsequently added, 
to “inquire into the causes of the present rise in the retail price 
of coal sold for domestic use, especially to the poorer classes of 
consumers in London and other centres,” nothing being said about 
suggestions for removing those causes.} 

Finding no “very remarkable rise in the price of household 
coal” in the North and Midlands generally, and seeing that the 
prices in the southern counties are largely governed by London 
conditions, the Committee concentrated their attention mainly on 
London. They found that the price of Best Derbyshire, “a 
typical coal of good quality,” was 26s. a ton on June 16th, and 
rose 1s. on September 26th, November 21st, December 12th and 
19th, January 7th, 28th, and 29th, thus attaining 33s. a ton, and 
on February 17th there was a further rise to 35s. This rise is 
compared with a rise of only 2s. in each of the two previous 
winters : no comparison is made with the period of the coal strike, 
though that would have been of interest in showing the effect 
of shortage of supply. Inferior coal rose more, both in percentage 
and absolutely, the cheapest quality being at the beginning of the 
period 6s. less than Best Derbyshire, and at the end of it only 
1s. less : this, the Committee add, is not an unusual characteristic 
of abnormally high prices ; but they leave the matter there without 
suggesting that it is the result of the greater elasticity of demand 
for the better qualities, which is partly due to the possibility of 
substituting worse qualities for better, and partly to the fact that 
the better qualities predominate in situations, such as the 
drawing-rooms of the well-to-do, where economy is very easy. 
Good coal sold off trolleys to small buyers rose from a rate per 
cwt. equivalent to 26s. 8d. a ton to 38s. 4d. Putting the three 
sets of figures together, we find on Best Derbyshire a rise of 
9s., or 344 per cent., on Stove Nuts a rise of 14s., or 70 per 


1 Departmental Committee on Retail Coal Prices Report, Cd. 7866. 11 pp. 
Price, 13d. 
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cent., and on good trolley coal 11s. 8d., or 43} per cent. The 
Committee do not work out the percentages, and they do not say 
whether trolley coal is in general good, bad, or medium coal, 
but rather suggest that it is at any rate not the worst. ‘We 
have had it given in evidence,” they say, “that those who are 
compelled to buy their coal in small quantities are anxious to 
secure the best quality... They cannot without serious incon- 
venience use the inferior qualities, because the poor man’s fire has 
to serve all purposes, and above all, it must light quickly.” How 
far the anxiety of the poor actually secures them from serious 
inconvenience in this matter is left in doubt. We are also left 
without very exact information about how much of the increase 
of price of the three sorts of coal is to be regarded as the ordinary 
winter rise above summer prices. The comparison with the two 
previous winters suggests 2s., or about 74 per cent., in Best 
Derbyshire, and 3s., or 15 per cent., in Stove Nuts, but nothing 
is said about trolley coal. 

These being the facts of the rise, the Committee proceed in § 8 
to consider its causes, and begin with the ordinary and useful 
form of attributing it in the first place to “‘a deficiency of supply 
as compared with demand,” but this is at once narrowed, so far 
as the principal object of the inquiry is concerned, by the addition 
of the words “and in particular, a deficiency of supply in London,” 
and later on in §12 it is remarked, “We have stated that in our 
opinion the initial cause of the increased prices was a deficiency 
of supply.” What the Committee really thought about the demand 
side of the problem can only be gathered from scattered indica- 
tions. In § 8 they mention a large and unusual demand for 
coal in London in August, presumably expecting their readers 
to supply for themselves the thought that this must have been 
merely the result of caution on the part of householders with 
cellars, and would not mean any increase of demand on the whole 
winter ; in § 13 they refer slightly to ‘the reduced industrial and 
export demand for coal” in a way which leaves it uncertain 
whether this reduction of demand continued during the whole 
period or only to the end of November. The future historian 
must look elsewhere if he wants to know whether the weather 
of the winter of 1914-15 caused any alteration on the demand for 
coal. The Committee do not consider whether any change in 
the aggregate means of the consumers intensified or weakened 
their demand for coal in London or elsewhere. On the whole 
perhaps we are justified in supposing that the Committee regarded 
demand as being much as usual in London and the South, and 
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somewhat less in the North, and did not say so only because they 
were, as they apologetically remark, working at high pressure. 

As to the supply side of the problem, the Committee seem to 
think (§ 13) that the output from the collieries fell off by some- 
thing under, but not very much under, 12 per cent., owing chiefly 
to the enlistment of 130,000 miners. In London the supply fell 
off much more-than this owing to the scarcity of shipping and 
the congestion, owing to military requirements, of the railways. 
Little house-coal, it is explained, comes to London by sea, but 
the gas-coal, which ordinarily does so, was largely diverted to the 
railways, and further increased the congestion. 

These features of the demand and the supply seem amply 
sufficient to account for the phenomena observed in the move- 
ment of prices. The tendency to rise in the country at large, 
owing to the enlistment of miners, was aggravated in London 
and the southern counties by the difficulties of transport, and 
almost completely checked in the rest of the country by the 
diminution of industrial and export demand, coupled, of course, 
with the fact that London and the southern counties, owing te 
the difficulties of transport, were getting less, and thus more was 
left for the rest of the country except in so far as coal was merely 
locked up in slow transit. 

The Committee make no attempt to estimate what it all 
amounts to. They express no opinion about the quantity of coal 
sold in London during the months considered, nor about its 
average price. It is certainly not unusual for middle-class con- 
sumers to find their coal bill for a winter of very dear coal 
approximately the same as in the previous and normal: winter ; 
they have cut down their consumption just enough to meet the 
rise in price, and have “felt” the rise of price only in more careful 
supervision and in slightly reduced possibility of using all sitting- 
rooms at once. Probably the less wealthy classes cannot reduce 
their consumption so much, and have to spend a good deal more 
money than usual. It would surely have been possible to attain 
to some rough estimate of how much the London total supply 
actually fell off and how much was paid for it: without such an 
estimate, coupled with some suggestion as to the relative amounts 
of coal consumed by rich and poor, we can have no notion of 
the real magnitude of the trouble the Committee undertook to 
investigate, nor consequently of the magnitude of the sacrifices 
in other directions which might properly be incurred in order to 
relieve it or prevent its recurrence. In trying, with the very 
inadequate data provided, to guess at its magnitude, we must 
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remember that only a small part of the coal was sold at the highest 
price ultimately reached, the greater part being sold at the lower 
prices of the earlier parts of the period. On the figures given 
by the Committee it looks as if the price per ton paid on the 
whole quantity cannot well have exceeded the normal winter 
price by more than about 30 per cent. ; may we guess the reduc- 
tion of supply which caused the increase at 15 per cent.? In that 
case Londoners must have paid about 11 per cent. more in the 
aggregate for 15 per cent. less coal, and the winter was a mild 
one; as to the distribution between rich and poor, doubtless the 
well-to-do reduced consumption more and increased their aggre- 
gate payment less than the poor. But whatever the exact distri- 
bution of the suffering and inconvenience between loss of coal 
and loss of other things retrenched in consequence of extra pay- 
ments for coal, it is tolerably clear that the London coal shortage 
of 1914-15 is by no means to be reckoned, as some thought it at 
the time, the greatest calamity of the war. The fact that it was 
borne with less patience than the similar effects of the great coal 
strike seems to have been due to the old, old cause of excitement 
in the presence of scarcity—the belief that the rise of price was 
due, not to the obvious scarcity, but to the wicked conspiracy of 
sellers, who, by holding back a really plentiful commodity, 
manage to draw enormous profits. The Committee found nothing 
to indicate that the evil passions of the merchants were so par- 
ticularly excited by the war that they chose this occasion for the 
extreme exercise of a power which they had always possessed but 
were apparently reluctant to use in time of peace. That unusual 
profits were made both by the coal-merchants and the mine- 
owners the Committee are sure, but they are unable to guess 
at the distribution of the gains. A common form of contract 
between merchant and mine-owner provides for an equal sharing 
of any rise in the “public” or general price in London, so that 
when the London price rises a shilling, the price paid by the 
merchant to the mine-owner for coal supplied under the contract 
goes up sixpence. The Committee seem to be vaguely troubled 
by the divergence between the price and the “cost of production,” 
their economics evidently being of the old-fashioned type in which 
the direct control of price by cost of production was assumed. 
Since they reported, the miners have taken steps towards filling 
up the gap between cost to the mine-owners and price—steps 
which are the natural result of the diminution in their numbers 
and the undiminished importance of coal. 

It is not surprising to find the Committee recommending the 
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Government to do what they could, without too great incon- 
venience in other directions, to increase the means of ship 
transport, but it is surprising that they deliberately recommend 
that what they call “the public,” meaning by that term the con- 
sumers of gas in London, should be subsidised at the expense of 
the real public, the taxpayers of the United Kingdom, by Govern- 
ment ships carrying gas-coal to London at lower rates than could 
be obtained in that trade, and in other trades (§ 39). It is not 
at all surprising that the Committee recommend that the Govern- 
ment should manage the railways as well as possible, with a view 
of improving the transport of coal to London by land as much as 
is consistent with more important requirements (§ 37). 

Considering the irregularity of railway transport under war 
conditions, it is not surprising that the Committee suggest the 
desirability of the L1.C.C. and other public bodies who have space 
at their disposal, arranging for the accumulation of stocks of coal 
during the summer ($ 38). 

But it is surprising that the Committee also recommend the 
restriction of exports to neutral countries (§§ 33-6). There are 
always arguments in favour of restricting exports of coal, and 
possibly they are stronger than usual at present, but they are 
not strengthened by the existence of a merely local shortage, such 
as that found by the Committee. 

And, finally, it is really amazing that the Committee should 
finish up by recommending that, “if prices do not shortly return 
to a reasonable level,” the Government should ‘“‘consider a 
scheme for assuming control of the output of the collieries of the 
United Kingdom, with a view to regulating prices and distribution 
in accordance with national requirements during the continuance 
of the war.” The Governments of Europe, or some of them, by 
their extreme incompetence in carrying out their most elementary 
functions, have muddled the world into a prodigious conflict 
which no one now believes he ever wanted. The necessities of 
this conflict cause our own Government to take various steps 
which create an acute shortage of shipping and an intense con- 
gestion of railway traffic, and this interference with the norma! 
conditions of transport results in a moderate rise of the price of 
coal in a populous corner of the country in which the consumption 
of the wealthy is doubtless a larger proportion of the whole than 
anywhere else. In order to remedy this the Government is 
recommended not to be content with its large powers in regard 
to shipping, and its complete control of the railways, but to 
assume control of the whole output and distribution of coal! 
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In making this plunge, the Committee seem to have been 
inspired by that very dangerous thing, a smattering of economic 
theory. In § 9 they speak as follows :— 


“The effect of a temporary failure in the supply of any commodity is 
normally that the price rises, snd rises without relation to the cost of 
production and distribution. In theory at least such an increase, though 
apparently arbitrary, may be expected to perform three functions: it acts 
as a danger signal, warning consumers to be careful of their stores; it 
ensures the distribution of the available supplies to those who are willing to 
pay most, i.e., presumably to those who have the greatest need; and it 
automatically attracts further supplies, thus providing its own remedy. This 
system may work satisfactorily in normal times, but the plain fact is that 
it has broken down in the extraordinary circumstances of the present winter 
so far as household coal is concerned. It has no doubt enforced economy 
among consumers, but it has not ensured distribution where supply was 
most needed, because the poor could not afford to pay the prices demanded; 
and it has not attracted additional supplies with enough speed to prevent 
much inconvenience and suffering, because either normal supplies were not 
available or they could not be brought up.’’ 


The Committee evidently imagined that they were confronted 
with extraordinary circumstances in which the _ ordinary 
mechanism did not work as it ought “in theory” to work, and 
therefore they were encouraged to propose the supersession of the 
ordinary mechanism. But their belief involves a very imperfect 
appreciation of the theory of the subject as commonly taught. 
No economist ever taught that a rise in the price of a commodity 
attracted further supplies of it when the conditions are such as to 
preclude the possibility of further supplies, and the occurrence of 
such conditions has always been present in the minds of 
economists from Aristotle downwards. Thales of Miletus would 
never have been rich if olive-presses could have been supplied 
quickly enough. The price of food in besieged towns, the price 
of grain between one harvest and the next, have constantly 
appeared, not as examples of the “breakdown ” of either “theory ” 
or “system,” but as examples which illustrate the working of the 
“system.” The theory has never been that rise of price always 
reduces consumption and increases supply. So far as it does the 
one, it clearly need not do the other. If the supply is capable 
of being increased easily and quickly there is less need of reduction 
in the rate of consumption ; if it cannot be increased at all during 
a certain period (e.g., for the eleven months between harvest 
and harvest in the pre-southern-hemisphere days), the rise of price 
is useful because it “economises” the amount available by 
inducing people to cut down their consumption in such a way as 
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to make it last over the whole period instead of being finished 
before the period ends. 

Thus two of the three merits claimed by the Committee for 
rise of price under ordinary circumstances are not cumulative, 
as they imagine, but alternative, and the absence of one of 
them is no proof of “break-down.” As for the third merit alleged 
by these modern improvers on Bastiat, that it ‘ensures the distri- 
bution of the available supplies to those who are willing to pay 
most, 1.e., presumably to those who have the greatest need,” 
they are even more at sea. No one ever before chimed that, as a 
universal or even a general rule, the higher the price of a com- 
modity, the more it is distributed in proportion to needs. If 
oranges were a shilling each, they would only be distributed to 
the rich, like pine-apples now, “because the poor could not afford 
to pay the prices demanded,” to use the Committee’s own words. 
Who, before the Committee, ever supposed that this would be 
distribution “to those who have the greatest need”? Does 
Marshall never take any notice of the inequality of wealth, and 
the consequent absence of correspondence between greatness of 
need and greatness of purchasing power? Do all teachers of 
elementary economics ignore it? The Committee might as well 
report that the rise of water in the short arm of a siphon indicates 
‘“‘the plain fact’’ that the law of gravity has ‘‘ broken down in 
the extraordinary circumstances of the present winter.’’ The 
effect of the rise of price on the distribution of the amount avail- 
able is well understood to be different in the case of different 
commodities, with different elasticities of demand on the part of 
different classes, and often varies with the magnitude of the change 
of price. A big rise in the price of bread probably leaves the pro- 
portions consumed by rich and poor pretty much as it was; a big 
rise in the price of oranges would give them all to the rich. Coal 
is a commodity of which a large part is a “necessary” to all 
classes, and another large part a “luxury” of the rich, upon 
which they spend a quite appreciable portion of their means. 
It seems at any rate probable that a big rise in the price of 
London coal in consequence of a failure of supply cuts down the 
luxurious consumption of the rich by a larger percentage than it 
cuts down the consumption of the poor: the rich take much less 
coal, the poor take only a little less; the rich spend the same 
sum of money as before, or not much more; the poor spend an 
amount nearly as much increased as the price. The poor are 
less hit by any given deficiency in the supply of a commodity like 
this than they are by the same deficiency of a commodity like 
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bread, in which there is little luxurious consumption by the rich 
(such as there is being waste by servants), and consequently little 
help from the reduction of that consumption. The poor suffer, no 
doubt, but when did it begin to be an exception from ordinary 
rules for the poor to suffer because something they consume has 
risen in price? 

I have insisted on the bad economic theory of the Committee, 
not because anything else is to be expected from committees 
of middle-aged men, considering the recent state of public 
education in elementary economics, but because the over- 
optimism displayed by them concerning the ordinary working 
of existing economic institutions is exceedingly common, and is 
constantly leading so-called “‘ practical people ’’ into the belief that 
whenever any suffering or even inconvenience is noticed by the 
newspapers, they must be in the presence of exceptional circum- 
stances in which the ordinary system has “broken down,” or 
“theory does not hold good,” and which “justify” exceptional 
measures not in reality in the least likely to work half as well 
as the arrangements superseded. If in addition to the war, we 
are to have the Government assuming control of the output and 
distribution of every important commodity of which the poor 
cannot buy as much as they want, our condition will be indeed 


perilous. 
EDWIN CANNAN 











CURRENCY AND FINANCE IN CANADA. 


(From a Canadian Correspondent). 


CANADA had been living for six months under the Finance Act 
passed in August 1914, and described in this Journal (Dec. 1914, 
p- 606), when the Finance Minister applied on Feb. 26th of this 
year for continuance of its Proclamations as by law required. On 
March 26th, he asked indemnity for issues of Dominion Notes 
beyond the legal limits. The two speeches together give a fair 
picture of the monetary situation so far as it is under the scope 
of Parliament. 

The Minister admitted a general improvement in the con- 
ditions of the world of business since August, and desired renewal 
of the Proclamations mainly as a measure of caution. 

Advances to the chartered banks under Clause (a) of Section 4 
(see EcoNoMIc JouRNAL, loc. cit.) had not been much in request. 
To Jan. 31st, 1915, the amount so advanced had been $14,400,000, 
of which nearly half had been repaid, leaving $7,900,000 out- 
standing. By means of these advances and (quite as much) from 
the confidence inspired by their obtainableness, the banks: had 
been enabled to meet treasury, municipal, and private bills matur- 
ing in London, as well as to “finance the crops” in autumn. But 
the rate was high (5 per cent.) ; and the banks did not avail them- 
selves of their privileges with any alacrity. They dreaded new 
obligations even when the security was perfect, so long as the 
securities were not instantly realisable. 

This appeared from the two conspicuous cases brought before 
Parliament where this machinery of advances through the banks 
had failed to act and Government was forced to act instead. On 
March 26th, the Finance Minister admitted to the House the 
issue of Dominion Notes beyond the limits set by the Dominion 
Notes Act! to the amount of $26,000,000. The Act prescribed 
$50,000,000, as the amount of notes for which only 25 per cent. 


1 In Economic Journan, loc. cit., p. 608, line 8, ‘‘ Finance Act” should read 
“ Dominion Notes Act.” 
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reserve need be held in gold. The amount actually issued was 
$76,000,000. ‘The transgression was caused by an issue of 
$10,000,000 in Dominion Notes to the Canadian Northern Rail- 
way Co., and $6,000,000 to the Grand Trunk Pacific Railway 
Co., and $10,000,000 for general Government obligations. 
The reason in all three cases was the unapproachableness 
of the London Market in the autumn of 1914. The third case 
seems the clearest; at.that time floating debts could not be 
funded. 

In the case of the two railways, Parliament before the war 
had guaranteed certain debenture stock of the Canadian Northern 
Railway and certain bonds of the Grand Trunk Pacific. The 
former company was to be enabled by the sale of its guaranteed 
debentures to provide for the prosecution of its constructive 
works; the latter was to complete a section of its line and 
pay certain interest. But the state of the London Market was 
such that the two railways were both of them unable either to 
‘sell or to borrow—on their guaranteed securities. Indeed the 
English moratorium interfered with their normal revenue, pre- 
venting, for example, the payment of instalments on issues taken 
up before the war. 

The facts were represented to the Dominion Government who 
quite naturally refrained from acting till assured that the banks 
for their part were unwilling to do so. It seemed an ideal case 
for use of advances under the Finance Act, Section 4, Clause (a), 
since both the stock and the bonds were under Government 
guarantee and therefore certain to be accepted by the Government 
when offered as security for advances. But neither from the 
Canadian banks nor from those of the United States nor from 
those of England could help be found. 

In the circumstances the Government could hardly have re- 
fused its help; and even Sir Wilfrid Laurier and Mr. A. K. 
Maclean, the chief financial critic of the Opposition, were sym- 
pathetic. It was a relief to all to hear that the Finance Minister 
had given up his first intention of asking an extension of the legal 
limit of 25 per cent. reserve to $80,000,000. It is to remain at 
$50,000,000, and strenuous efforts are being made to redeem the 
excessive $26,000,000. It is to be remembered that even the 
present limit means an unsecured issue of $37,500,000. The last 
parallel case of over-issue is apparently that of the advances of 
Dominion Notes in 1907, by the Laurier Government, to enable 
the banks to assist the moving of the crops of an unusually good 
harvest in a time of prosperity. 
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At present, though the prices of grain are high, there is ad- 
mittedly depression, the war’s contribution to it consisting 
mainly in the more emphatic curtailment of loans that were 
already becoming curtailed. There are diminished revenues from 
customs and a deficit in prospect. Though all war expenses 
are to be borne by a War Loan from England, there is need of 
fresh revenue, to meet the interest thereon and growing expenses 
of an ordinary sort. Accordingly, the Budget brought forward on 
Feb. 11th of this year included a raising of the tariff. In the 
words of the Minister of Finance : ‘As our main revenue-measure 
we propose, with certain exceptions, a general horizontal increase 
in the customs duties upon all goods and commodities imported 
into Canada or taken out of bonded warehouses in Canada. The 
list includes all articles hitherto dutiable or on the free list, and 
whether raw material or finished or partly finished product. The 
increase we propose is 74 per cent. ad valorem to the general 
and intermediate tariffs and 5 per cent. ad valorem to the British 
preferential. . . . The tariff increases we believe will be not 
only effectual in producing greater revenue but will be strongly 
efficacious in stimulating Canadian industry and agriculture and 
in relieving unemployment.” 

Besides those increased duties, there are to be taxes imposed 
(by a Special War Revenue Act) : 

(1) On bank note circulation, a fourth of one per cent. on the 
average circulation during three months preceding. 

(2) On the gross interest and income in Canada of Loan and 
Trust companies, one per cent. 

(3) On the net premiums of insurance companies, other. than 
life and marine companies mutual and benefit societies, one per 
cent. 

(4) On cable and telegraph despatches (charged fifteen cents 
or over) one cent each message. 

(5) On railway and steamboat tickets, over one dollar five 
cents; over five dollars five cents each sum of five dollars or 
fractional part thereof. 

(6) On berth tickets in a sleeping car 10 cents each berth, 
and seats in a parlour car five cents each seat. 

(7) On companies carrying passengers outside of the Con- 
tinent for a passenger paying over $10 $1 tax, $40 $3 tax, 
$65 $5 tax. 

(8) On cheques and bills of exchange, each, two cents. 

(9) On bank receipts two cents. 

(10) On express companies’ money orders, two cents. 
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(11) On Postal money orders two cents, Postal notes one cent. 
(12) On Postage, whether card or letter, one cent. 
« (13) On patent medicines and perfumery, one cent for every 
twenty-five cents of price. 
(14) On non-sparkling wines in bottles, pint three cents, quart 


\ five cents. 
(15) On sparkling wines, half-pint thirteen cents, pint twenty- 
five cents. : 
An adhesive stamp is to be.issued with the impress ‘‘ War 
t Tax’’ for use in cases (8) to (15). The provisions come into 


force in the middle of April, and, as most of the small taxes on 
the list are novelties in Canada (including the duty on cheques 
so familiar in England), their productiveness can hardly be antici- 
pated with precision. Perhaps on general economic principles 
the same remark applies to the whole Budget. 





Ortawa, April 5th, 1915. 














THE ATTEMPT TO FIX MAXIMUM CORN PRICES 
IN GERMANY, NOVEMBER, 1914.! 


THE present policy in Germany, by which the State entirely 
controls the purchase and sale of corn, was preceded by an attempt 
last November to combine a policy of fixing prices with leaving 
the regulation of the trade in private hands. The failure of this 
compromise does not make the attempt to carry it out the less 
interesting. The following note, based on the market reports 
published in the trade columns of the daily papers, may throw 
some light on the possibilities and dangers of State-regulated 
prices and upon the actual working of such measures under 
modern trade conditions. 

The stagnation which uncertainty as regards Government action 
bad brought about in the various corn markets during the second 
half of October continued long after the terms of the maximum 
price measure were made public, and even after its actual enforce- 
ment on and after November 4th. On November 3rd it was 
reported both from Berlin and Duisburg that business in 
their respective corn markets was quiet owing to uncertainty 
as to the working of the new maximum price law. Two 
days later similar conditions were reported as regards the 
corn trade in Berlin and Hamburg. A weekly report from the 
Berlin market, published on November 8th, announced that a 
regular revolution has been caused in the corn trade, and that the 
home supply of corn declined considerably after November 4th, 
the day on which the measure came into force. Before that date 
provincial dealers attempted to sell off their stocks at the higher 
prices then ruling. On November 10th business in the Berlin 
and Duisburg markets was again reported to be stagnant, sellers 
in the latter place being unable to make up their minds to give 
up goods at the legal prices. On the following day a number of 
purchasers, especially from the West, were reported in the Berlin 
market, but supplies were not forthcoming owing to the continued 
uncertainty. 


1 The material for this note has been drawn from the Berliner Tageblatt and 
the Kélnische Zeitung. 
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Such complaints continued throughout the month; and during 
the last half of it indefinite references to uncertainty gave place 
to very definite accounts of developments which were making 
themselves felt under the new conditions. As regards the uncer- 
tainty complained of, actual points of doubt as to the legal inter- 
pretation of the order seem to have been in question. Among 
such points are to be found doubts on the part of certain ‘‘ neigh- 
bouring places’’ as regards the ‘‘chief place’’ to which they 
belonged; also the question of whether or no the ‘‘ neighbouring 
place’’ may count upon the same prices as the ‘chief place”’ 
without reference to the cost of carriage to the latter. The view 
of the legislators appeared to have been that such prices should 
have reference to the cost of carriage, but many farmers seem to 
have been demanding the full maximum price in the “‘ neighbour- 
ing place,’’ thereby rendering it impossible for purchasers to 
re-sell in the ‘‘chief place’’ after the cost of carriage had been 
added to the original price. 

As regards more fundamental developments, a general view of 
the numerous complaints and complications described in the above- 
mentioned market reports presents the following view of the 
operation of the new order on the corn trade of Germany :— 

One of the main complications seems to have arisen over the 
question of middleman’s profits, for since the maximum prices for 
corn applied to wholesale trade in the sense of trade between 
‘‘ producer, manufacturer, and dealer,’’ it would naturally follow 
that if the producer, owing to conditions of demand and supply, 
were able to command the full maximum price to begin with, no 
further margin would remain to the dealer for profit on re-sale. 
This is exactly what happened in actual practice. 

A second complication arose from the fact that in connection 
with the very large movements of corn from East to West 
Germany, the maximum prices in the Eastern corn-producing 
areas plus freights to the Western consuming industrial areas, 
exceeded the maximum price for corn in the latter places. Thus 
it was that after November 4th millers and corn dealers in the 
chief corn markets of the Rhine country found themselves unable 
to obtain corn from East Germany, where producers and traders 
were demanding and obtaining the maximum prices ruling in 
their own locality. In view of the careful deliberations of the 
Government and the interests concerned, during the weeks which 
preceded the final measure, it seems incredible that such a 
situation could not have been avoided. 

Numerous complaints of this state of affairs are recorded in the 
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trade columns of the Kélnische Zeitung. On November 138th it 
was reported that the Disseldorf Chamber of Commerce had 
wired the following question to the Minister for Trade: ‘‘ Dealers 
are buying wheat for Diisseldorf mills, received in Kiel for 266 m. 
The cost of this wheat in Diisseldorf, including freight (20,20 m.) 
amounts to 286,20 m. But the Diisseldorf maximum price is 
276 m. Is such trade as prevails here illegal? Further, may 
millers pay special commission fees above and beyond the maxi- 
mum prices to persons negotiating the provision of corn sup- 
plies?’’ The Minister’s reply is reported as follows :—‘‘ There 
is no definite legal objection to the action of the millers in so far 
as the wheat is actually received in Kiel, and in so far as the 
commission fees do not constitute part of the purchasing price 
according to the true intention of the parties.”’ 

As a result of this understanding the definite practice grew 
up of millers in West Germany buying their supplies directly or 
through an agent in the corn-producing areas of the East, paying 
the maximum prices ruling in those districts, and themselves 
bearing the cost of freight to their mills in the West. Thus by 
November 17th the Berliner Tageblatt refers to the regular 
practice of Diisseldorf millers who buy in Kiel, and Mannheim 
millers who buy in Posen. 

This almost revolutionary development of the German corn 
trade had two important results, which are pointed out by the 
Berliner Tageblatt of November 17th. In the first place the 
entry of the West German miller into direct trade with the East 
German producer forced the usual customers of the latter to turn 
elsewhere for supplies, and resulted generally in an uneconomic 
movement of trade. In the second place millers who had been 
forced to pay more than the maximum prices ruling in their own 
locality were able to pass the burden on to their customers by 
raising the price of meal, for according to law the price of corn 
alone was subject to State regulation. 

The following quotation from a weekly report of Berlin market 
conditions, published by the Kélnische Zeitung of November 14th, 
gives some illustration of the difficulties to which the corn trade 
was subject: ‘‘ During this period the corn trade in the Berlin 
market came completely to a standstill, and up till Wednesday the 
price lists contained no corn quotations either for the early market 
or for the midday exchange. On the other hand, there were 
purchasers on every side and for every kind of corn, but supplies 
were not forthcoming, partly on account of the small yield of the 
farmers and the disturbance in traffic, partly on account of the 
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maximum price law and the uncertainty of its interpretation. Up 
till now, when people have tendered corn in the provinces—which 
happens seldom enough—they have refused to sell for less than 
the maximum prices. But these prices, inclusive of freight, are 
too high for Berlin, so that transactions are prohibited. Certainly 
the millers do not hesitate to pay the maximum prices at the place 
of delivery, and receive the goods in spite of the high freights. 
They have in this way paid the maximum prices at the place 
where they are in force, and instead of selling their goods in 
Berlin they grind them at their own places of business. In this 
way the letter of the law is sufficiently observed, and these 
practices appear to be regarded as lawful. But the trader cannot 
take advantage of this kind of business; he can only take goods 
bought at the place of delivery to localities where the graduated 
scale allows him a small profit; and that is not the case either 
with regard to Berlin or West Germany. In this way up till now 
Berlin has only received bread corn when the millers, according 
to the foregoing business usage, themselves acquire goods, or 
when water transport allows the trade to acquire corn, which, on 
account of the maximum price parity, is only seldom the case. 
The administrative explanations which appeared this week did 
not entirely clear up the doubts regarding the interpretation of 
the law; they only brought illumination in so far as it was 
explained that farmers might not ask for the maximum price in 
the actual place of his business. The maximum price must 
include the cost of lading and of transport to the point of em- 
barkation of the ship or barge, in the place of purchase, also a 
moderate gain to the trader who deals with the corn. For, 
according to the official explanation, should the maximum price 
mean anything different, should the farmers demand the full 
extent of it in their sales, the traffic in corn would soon come to 
a standstill, and the supplying of the population be endangered. 
In the same sense, too, the official explanation makes it clear 
that the ‘neighbouring place’ shall enjoy the same maximum 
price as the nearest ‘chief place,’ inclusive of freight charges 
to the latter.”’ 

Not only with regard to wheat and rye was the spirit of the 
maximum price law violated; with regard to oats, barley, and 
bran the measure appears to have been equally ineffectual. 

As regards oats, on November 5th the Bundesrath extended 
the provisions of the maximum price law to that commodity, the 
price being fixed for Berlin at 212 m. per ton, and for the thirty- 
two chief German markets at defined rates. These prices were 
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to come into force on November 9th, and were to be raised on 
January 1st and subsequently on the first and fifteenth of every 
month, by 1,50 m. per ton. This measure seems to have been 
unexpected, and caused some excitement in the Berlin market. 

The result of it appears to have been the exclusion of the 
wholesale dealers from the trade in oats. According to the Ber- 
liner Tageblatt of November 17th they found themselves unable, 
owing to market conditions, to buy at less than the maximum 
price, and unable, owing to legal provisions, to sell at more than 
the maximum price. At the same time the usage of the trade 
with regard to credit dealings prohibited direct traffic between 
forage dealer and farmer. In Berlin certain wholesale traders 
attempted to solve the difficulty by selling in very small quantities 
to forage dealers, and charging a price in excess of the legal 
maximum on the ground that such trade was ‘“‘retail.’’ The 
prices thus obtained amounted in some cases to about 5 m. per 
ton in excess of the maximum price. Such practice was, as the 
Berliner Tageblatt points out, illegal and based upon a complete 
misinterpretation of the word ‘‘retail’’ which applies only to 
purchases by the actual final consumer of the goods in question. 
Apart, however, from this particular form of evasion, oats were 
subject to the freight difficulties described in connection with 
wheat and rye. According to a Berlin market report published 
in the Kélnische Zeitung of November 28th, Berlin had little or 
no opportunity of acquiring oats at the legal maximum price ; for in 
Posen, where Berlin dealers are accustomed to supply themselves, 
the maximum price was fixed at 205 m. But as the freight from 
Posen to Berlin amounted to 10,90 m. per ton, the price of Posen 
oats in Berlin could not amount to less than 215,90 m., while the 
maximum rate in that market was fixed at 212 m. The situation 
is described as involving ‘‘ calamity.’ 

With regard to barley an extra complication was introduced 
by the fact that the maximum price law only applied to barley 
of less than 68 kilogrs. weight per hectolitre. The outstanding 
result of the enforcement of the new regulation was that the sale 
of under-weight barley practically ceased, while the traffic in 
over-weight barley continued vigorously and commanded enormous 
prices, the result being a general rise in the price of barley taken 
as a whole. According to the Berliner Tageblatt of November 
24th, barley weighing over 68 kilogrs. per hectolitre was com- 
manding from 270 to 280 m. per ton, while before the introduction 
of maximum prices the average price of barley had been from 
230 to 240 m. The Berliner Tageblatt of the same date suggests 























1915] ATTEMPT TO FIX CORN PRICES IN GERMANY 279 


that the only way to meet such a development is to abolish the 
weight specification altogether and exempt from price limitation 
only such barley as is proved to be destined for brewing purposes, 
or else to maintain the old maximum price of 205 m. for barley 
weighing less than 68 kilogrs., but with the addition of a graduated 
maximum scale for barley above that weight, .ising, say, at the 
rate of 1,50 or 2 m. for every kilogr. above the specified weight. 

In addition to the above development, more direct evasions 
of the barley maximum prices are recorded during the month under 
consideration. Many dealers (see Berliner Tageblatt, November 
17th) attempted to avoid legal obligations by the frankly illicit 
practice of selling without specification of weight or else bargaining 
for a higher weight than 68 kilogrs., with the condition that a small 
bonus should be paid on under-weight barley. <A third and less 
questionable form of evasion was the practice of bruising such 
barley as weighed less than 68 kilogrs., and selling it without 
reference to price limitation, in the form of bruised barley or mash. 

The case of bran was, of course, somewhat less complicated, as 
the maximum price referred only to wholesale dealings in the 
sense of purchases from the actual producers—who happened, of 
course, to be the millers. But here, too, evasions are recorded, 
and the Berliner Tageblatt of November 12th describes a practice 
which certain millers had adopted of founding a kind of 
‘‘ daughter firm ’’ or subsidiary business for the purchase and sale 
of bran. These ‘‘ daughter firms’’ would buy from the miller 
or producer at the maximum rate of 13 m., and, being themselves 
dealers and not producers within the meaning of the law, would 
then sell again at the rate of 14-15 m., sharing the spoils with 
the millers. 

Other minor evasions, recorded in connection with the general 
working of the measure, were effected by means of special charges 
for the hire of sacks, extra bonuses for cash payments, fees of 
various descriptions, and in the case of transactions between 
millers and farmers the offer of cheap or free bran in addition to 
the legal price. 

On the whole, then, it certainly appears that during the month 
under consideration the maximum price laws created more diffi- 
culties than they solved. The last Cologne weekly market report, 
published on November 29th, describes conditions as ‘‘ unten- 
able.’? The trade in bread and fodder corn had as good as ceased 
entirely ; millers could only obtain insufficient supplies, farmers 
were in difficulties for want of fodder, while from Mannheim 
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came reports of the inevitable withholding of supplies in view of 
the automatic price increase after January Ist. 

From various quarters demands for change or modification 
were put forward; according to the Kdélnische Zeitung of 
November 20th, the Duisburg Chamber of Commerce discussed 
the whole question, arriving at the conclusion that the special 
needs of West Germany had received insufficient consideration, 
and that future policy should be based on the principle of a 
producer’s maximum price, as in the case of bran, together with 
wholesale prices so calculated as to allow a moderate profit to 
the dealer. This recommendation was forwarded to the Imperial 
Chancellor with the petition that the matter might be brought to 
fhe notice of the Bundesrath. 

The Berliner Tageblatt of November 17th goes further and 
expresses the opinion that the eventual outcome of such a situation 
must be compulsory sale by the Government. This principle 
was of course finally accepted by the Government on January 
25th, when the maximum corn price policy was superseded by a 
very comprehensive Bundesrath order, according to which the 
purchase and sale of corn and meal throughout the Empire was 
transferred to the control of the State. 

It must be remembered that the maximum corn price measure 
was introduced at a time when, even under normal conditions, 
there is a certain scarcity of home corn supplies, owing to the 
pressure of field work; and under war conditions this scarcity 
was considerably intensified by dearth of labour, lack of horses, 
and transport complications. 


Mary STOcKs 























THE ISLAND OF STONE MONEY. 


Tue Caroline Islands, at the close of the Spanish-American 
war, were purchased from Spain by Germany for the sum of 
$3,300,000. The recent establishment of British authority in 
these islands has brought us in contact with a people whose ideas 
on currency are probably more truly philosophical than those of 
any other country. Modern practice in regard to gold reserves 
has a good deal to learn from the more logical practices of the 
island of Uap. 

The island of Uap is the most westerly of the group, and its 
inhabitants number from five to six thousand. Dr. William 
Henry Furness, in a work, The Island of Stone Money (1910), 
gives an account of the islanders’ currency. Having no metal, 
they have had recourse to stone; how and with what results 
will be apparent from the extracts, which, with Dr. Furness’s 
permission, are printed below. 

“As the island yields no metal, the islanders have had recourse 
to stone, stone on which labour in fetching and fashioning has 
been expended. This medium of exchange they call fei, and it 
consists of large, solid, thick stone wheels, ranging in diameter 
from a foot to twelve feet, having in the centre a hole varying 
in size with the diameter of the stone, wherein a pole may be 
inserted sufficiently large and strong to bear the weight and 
facilitate transportation. These stone ‘coins,’ if I may so call 
them, are not made on the Island of Uap, but were originally 
quarried and shaped at Babelthuap, one of the Pelao Islands, four 
hundred miles to the southward, and brought to Uap by some 
venturesome native navigators, in canoes and on rafts, over the 
ocean by no means as pacific as its name implies; and, with the 
stones safely landed, these navigators turned speculators, and 
induced their countrymen to believe that these ‘ novelties’ 
were the most desirable things to have about the house. Of 
course, the larger the stone the greater its worth, but it is not size 
alone that is prized ; the limestone of which the fei is composed, 


1 From Chapter VII. 
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to be of the highest value must be fine and white aad of close 
grain. It is by no means any large stone, however skilfully 
fashioned, from the Pelaos that will be accepted as a fei; it is 
essential that a fei be made of this particular variety and quality 
of limestone. 

“The noteworthy feature of this stone currency is that it is 
not necessary for its owner to reduce it to possession. After con- 
cluding a bargain which involves the price of a fei too large to 
be conveniently moved, its new owner is quite content to accept 
the bare acknowledgment of ownership and without so much as 
a mark to indicate the exchange, the coin remains undisturbed 
on the former owner’s premises. 

“My faithful old friend, Fatumak, assured me that there was 
in the village near by a family whose wealth was unquestioned— 
acknowledged by everyone—and yet no one, not even the family 
itself, had ever laid eye or hand on this wealth; it consisted of 
an enormous fet, whereof the size is known only by tradition ; for 
the past two or three generations it had been, and at that very 
time it was lying at the bottom of the sea! Many years ago 
an ancestor of this family, on an expedition after fet, secured this 
remarkably large and exceedingly valuable stone, which was placed 
on a raft to be towed homeward. A violent storm arose, and 
the party, to save their lives, were obliged to cut the raft adrift, 
and the stone sank out of sight. When they reached home they 
all testified that the fei was of magnificent proportions and of 
extraordinary quality, and that it was lost through no fault of 
the owner. Thereupon it was universally conceded in their simple 
faith that the mere accident of its loss overboard was too trifling 
to mention, and that a few hundred feet of water off shore ought 
not to affect its marketable value, since it was all chipped out 
in proper form. The purchasing power of that stone remains, 
therefore, as valid as if it were leaning visibly against the side of 
the owner’s house, and represents wealth as potentially as the 
hoarded inactive gold of a miser of the Middle Ages, or as our 
silver dollars stacked in the Treasury at Washington, which we 
never see or touch, but trade with on the strength of a printed 
certificate that they are there. 

“There is one undeniable advantage in this form of weighty 
wealth among people whose houses are as fragile as those in 
WYap—when it takes four strong men to steal the price of a pig, 
burglary cannot but prove a somewhat disheartening occupation. 
As may be supposed, thefts of fet are almost unknown. 

“There are no wheeled vehicles in Uap and, consequently, no 
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cart roads ; but there have always been clearly defined paths com- 
municating with the different settlements. When the German 
Government assumed the ownership of the Caroline Islands, after 
the purchase of them from Spain in 1898, many of these paths or 
highways were in bad condition, and the chiefs of the several 
districts were told that they must have them repaired and put 
in good order. The roughly dressed blocks of coral were, however, 
quite good enough for the bare feet of the natives ; and many were 
the repetitions of the command, which still remained unheeded. 
At last it was decided to impose a fine for disobedience on the 
chiefs of the districts. In what shape was the fine to be levied? 
It was of no avail to demand silver or gold from the chiefs—they 
had none—and to force them to pay in their own currency would 
have required, in the first place, half the population of the island 
to transport the fines; in the second place, their largest govern- 
ment building could not hold them; and finally, fei six feet in 
diameter, not having been ‘made in Germany,’ were hardly 
available as a circulating medium in the Fatherland. At last, 
by a happy thought, the fine was exacted by sending a man to 
every failu and pabat throughout the disobedient districts, where 
he simply marked a certain number of the most valuable fei with 
a cross in black paint to show that the stones were claimed by 
the Government. This instantly worked like a charm ; the people, 
thus dolefully impoverished, turned to and repaired the highways 
to such good effect from one end of the island to the other, that 
they are now like park drives. Then the Government dispatched 
its agents and erased the crosses. Presto! the fine was paid, the 
happy failus resumed possession of their capital stock, and rolled 
in wealth.” 








“NOTES AND MEMORANDA 


HoME INDUSTRIES IN THE ScoTTIsH HIGHLANDS AND ISLANDS.! 


[At the end of this review will be found a note on the effect of the present war upon 
Scottish Home Industries. This has been kindly communicated by Dr. W. R. 
Scott, the author of the Report. | 


To many people “Home Industries” suggest a somewhat 
amateurish effort to teach and encourage wood-carving, the 
tinkering of brass and copper, leather dabbing, and the like, 
among village lads and lassies whom it was chiefly desired to 
keep out of mischief. Social and philanthropic aims were pro- 
minent at the inception, about 1880, of the home industries move- 
ment in England, and there was an active propagation of esthetic 
ideas about the immeasurable superiority of work done by hand 
over that turned out in factories from the machine, ideas asso- 
ciated by the public with the teaching of Mr. Ruskin, and re- 
garded as rather quixotic. Viewed in this light, ‘Home Indus- 
tries” present themselves as something artificial, a “fad,” of 
which the serious student of economics need hardly take account. 

The truth is that at that time in England the old traditional 
handicrafts, once so numerous, prolific, and delightful in their 
artistic results, had passed out of existence, and to start an in- 
dustry meant the building up of an entirely new agency of pro- 
duction without any historical or economic basis, upon social and 
esthetic theories which, however laudable, were of a somewhat 
forced and doctrinaire kind. Devoted personal service and 
financial support were always necessary before there could be any 
chance of the industry attaining to economic stability. 

There is a vital difference between the English agencies thus 
started and sustained and the industries of Scotland that provide 
the subject of the Report of which the title heads this review. 
Many of these, including all the more important of them, are 
genuine old traditional industries that grew up naturally in older 
days, and have survived through centuries to our own time. 


1 Report to the Board of Agriculture for Scotland on Home Industries in the 
Highlands and Islands. By W. R. Scott. [Cd. 7564.] 1914. Price, 114d. 
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The position of these is, of course, quite different from that of 
the artificial English industries to which reference has been made, 
for they have necessarily a historic basis, or they would not have 
grown up and taken root in the particular localities where we 
find them ; and also an economic basis, or they would never have 
survived to this modern date. This fact gives to the traditional 
Scottish industries an interest which the newer exotic ones cannot 
possess, and the study of ‘their history, the conditions under which 
they are carried on, and the possibilities of improvement and 
further development is one of great and varied interest. 

The Report which affords material for this study consists of 
165 pages of text, followed by an appendix of 40 more. It has 
been drawn up by Dr. W. R. Scott, of the Department of 
Economics in the University of St. Andrews, in a style that com- 
bines literary charm with evidence of acuteness in research and 
a scientific grasp of the subject in its social and artistic, as well 
as its purely economic aspects. The first fifty pages contain a 
historical review of the Development of Industry in the Highlands 
and Islands from the medieval period onwards, and this is fol- 
lowed by special papers dealing with the chief traditional indus- 
tries, such as the Highland Cottage Tweed Industry, Shetland 
Hosiery, Wicker Work, and Basket Making, and the important 
Kelp Industry, as well as by a supplementary paper embracing 
miscellaneous activities of less importance, some of which are of 
the artificial kind already noticed. The position and prospects 
of home industries, and the possible effect on them of the exercise 
of the powers with which the Board of Agriculture has been 
furnished for their benefit, occupy the last 30 pages of the text, 
and there follow in the Appendix XXX sections giving statistics, 
special records, opinions of experts, &c., with amongst other 
things a sympathetic and judicious critique of Mr. Ruskin’s “Cult 
of Hand Work.” 

This summary of the Report indicates the varied character of 
its contents, and if the publication were not a Blue Book one 
would expect to find it in every patriotic Scottish household. Its 
price is less than one shilling, and it may be procured from H.M. 
Stationery Office, 23 Forth Street, Edinburgh. 

The fact that many of these industries are traditional, and 
that they have not died out, is proof of the advantage Scotland 
possesses in a characteristic on which she is not seldom com- 
miserated—the remoteness and comparative inaccessibility of 
parts of the country. To this are due marked contrasts in the 
economic atmosphere of different parts of Scotland at one and 
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the same epoch, so that, for example, even in the middle of the 
nineteenth century, we learn that in the Highlands “the great 
majority of the people were still clothed in materials made in their 
own homes.” (Report, p. 38.)- Owing to this characteristic of the 
country, at the time when Adam Smith, at Glasgow and Kirk- 
caldy, was laying the foundations of the modern science of 
political economy, life in the outlying parts of Scotland was being 
passed under most primitive conditions. An element in that life 
however, apart from cattle raising, fishing, and an agriculture 
that at the end of the seventeenth century was in an exceedingly 
backward condition (p. 9), was the practice of certain activities in 
production, some of which were of a household kind, and in the 
hands of the women of a family, while others were outdoor occu- 
pations—of a rural rather than a domestic nature—carried on by 
the men. The chief of the former are the fabrication of woollen 
tweeds and of hosiery, of the latter the burning of sea-weed for 
“kelp.” 

The kelp industry is a very old occupation, and for more than 
two hundred years it has held an important place in the industrial 
economy of the western and northern islands. It received its first 
stimulus from the establishment of sundry factories in the Low- 
lands, due to energetic, but not always wisely directed efforts to 
“develop a distinctively Scottish commercial policy,” which were 
made in the latter half of the seventeenth century (p. 7). 

Among these manufactures was that of glass, requiring a 
supply of alkali as one of its materials, and-of soap which made 
the same demand, and it was suggested that the West Highlands 
might supply it. Martin, in his Description of the Western 
Islands of Scotland, circa 1695, notes that “the coast of each 
isle in the Hebrides affords many thousand load of sea-ware, 
which, if preserved, might be successfully used for making glass, 
and likewise kelp for soap.” The industry of burning this sea- 
weed for alkali was actually started in Orkney in 1722, against 
the opposition of the peasantry, who claimed all the ‘“sea-ware” 
for the purpose of manuring the land, but from 1732 onwards it 
progressed satisfactorily, so that it was calculated that, in the half- 
century prior to 1791, Orkney proprietors had received from kelp 
some £370,000. The Napoleonic wars, by cutting off foreign 
supplies of alkali, greatly benefited the kelp industry, which 
“boomed” till about 1815 to such an extent that the annual 
product was about 20,000 tons. After the war however, prices 
rapidly declined till in twenty years the value of the output had 
sunk to only 73 per cent. of that secured at the height of the 
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boom, and in 1837 there was a prophecy in McCulloch’s 
Dictionary of Commerce that kelp making would soon become 
extinct. Just at that time however, it was realised that other 
specially valuable chemical products could be derived from the 
burning of the sea-weed, and “in this way the kelp and tangle- 
ash industries obtained a new lease of life” (p. 32). The pro- 
ductive activity was, however, for various reasons in a state of 
depression from 1840 to.1880, since which date it has gradually 
revived. 

With the kelp industry, esbdecially in regard to its future 
prospects, there are connected some questions of present interest. 
Kelp—the word is of unknown origin—is “the ash produced by 
the incineration of various kinds of sea weed,” and it may be 
noticed that the interests of agriculture are not really affected 
by the kelp industry, as only certain kinds of alge are suitable 
for the latter, and there remains over an ample supply of “sea- 
ware” for the fertilisation of the land. ‘The weeds,” goes on 
the Encyclopedia Britannica, “are first dried in the sun, and 
are then collected into shallow pits and burned till they form a 
fused mass. . . a ton of kelp is obtained from 20 to 22 tons of 
wet sea-weed.” The production of alkali for glass and soap 
works is no longer the chief purpose of kelp burning, and its 
main use is to secure the valuable chemical product called iodine, 
the presence of which in the ash had been detected by Courtois 
as early as 1812. Just as alkali can now be procured from other 
sources besides kelp, so there is a rival production of iodine from 
sodium nitrates found in Chile and Peru, and from this source 
is derived at present four-fifths of the 10,000 ewt. which is the 
world’s yearly consumption of iodine. The situation thus created 
is discussed by Dr. Scott in a special paper on “The Kelp In- 
dustry.” ‘The important element in it is the fact that the Chilian 
nitrate fields are so far from inexhaustible that their failure has 
been prognosticated for about the middle of the present century. 
On the assumption (which events may of course prove a fallacious 
one) that no new source of supply for iodine will be discovered, 
the production from kelp will become proportionately more im- 
portant, and a wise forethought would suggest the development 
by every means in our power of this particular portion of our 
national resources. Sea-weed of suitable kinds is, of course, 
to be found elsewhere in the world besides the Scottish islands, 
and kelp is now made for the purpose of iodine production in 
France and Japan as well as on the western sea-board of North 
America. At the same time other chemical products, such as 
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potash salts, with a large number of other minor commodities, 
are extracted from the material, and “at present, from her kelp 
industry, Japan is able to export potash salts to Great Britain, 
Australia, Italy, Germany, the Straits Settlements, and the Dutch 
East Indies. In addition, Japan exports iodine valued at 
£192,000 to the United States, which represents 80 per cent. of 
the total consumption of £240,000 per annum,” while the United 
States imports from various regions twelve million dollars’ worth 
of potassium salts (p. 125). 

It is obvious accordingly that for the potential products of sea- 
weed burning there exists a considerable demand that may in the 
comparatively near future be largely increased. How does this 
affect our own country? We shall not be surprised to read that, 
while our ‘“‘present methods of kelp-making are so wasteful that 
there is ample room for improvement” (p. 120), “it is galling to 
have to record that most of the recent improvements in the treat- 
ment of seaweeds are of foreign origin, most being American, 
while some are to be attributed to the Japanese” (p. 121). One 
difficulty in the way of advance in the Hebrides is the con- 
servatism of the people, who have not yet realised the new 
potentialities of an industry two hundred years old, that has been 
carried on not on its own footing alone, but in alternation with 
agricultural operations on the crofts. An authority from South 
Uist writes as follows in one of the Appendices to the Report :— 

“It is admitted by those who engage in the industry that with energy 
anything up to £1 a day can be made at it. Unfortunately, however, the 
people play with this industry as they do with anything else of the kind, 
and it is a common sight to see thousands of pounds’ worth of weed rotting 
on the seashore, while the people are digging round their patches of land 
or doing some other kind of work about their premises from which no benefit 
can be derived. It is true as regards kelp-making, just as it is true as 
regards fishing, that the industry cannot be worked to advantage when it is 
combined with any other profession. To a crofter, the working of the croft 
is something that must be done. His forefathers devoted all their attention 
to it, and the world would come to an end if the present generation did not 
do likewise. The possibilities of the kelp and tangie industries are not half 
realised by the people, for it can be easily shown that an energetic family 
can make anything up to £100 per annum out of the industry. To do this, 
however, would mean that those engaged in it would have to work hard 
and at the same time work so many hours a day. ... The same dilatory 
methods are adopted in regard to tangle (seaweed) collection as go on in 
regard to kelp-making, and thousands of pounds are lost annually’’ (p. 177). 


The writer here quoted admits that the kelp industry has 
within the last dozen years been greatly improved in the economic 
aspect by changes in the system of reckoning payment, &c., but 
much still on this side obviously remains to be done. The import- 
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ance of setting this industry upon a satisfactory basis in view of 
future developments can be judged from the significant fact 
emphasised by Dr. Scott, that the raw material collected on our 
coasts in the form of the alg is particularly rich in the valuable 
element of iodine. The figures he gives on his p. 130 seem to 
show that the Scottish alge contain nearly double the percentage 
of iodine as compared with the Japanese seaweeds and those 
of the Pacific coast. Iodine is of great importance in medicine, 
and is used in chemical and photographic processes, and with the 
advantages of a rich natural supply a good deal of profit could 
be secured from the industry, if carried on scientifically and under 
proper economic conditions. At the present juncture in public 
affairs special attention is being turned to industries of a chemical 
character, and kelp-burning appears to be just one of those in 
which a determined effort should be made to overcome difficulties 
and raise the standard of national efficiency. To sum up the 
matter in the words of the Report :— 

“In order that Great Britain should participate in the benefits from this 
industry, to which she is entitled by the good quality of her marine alge, 
it is necessary that scientific knowledge and commercial ingenuity should 
be applied to the processes of organisation and of manufacture. The islands 
of Scotland have very few of the gifts of nature in a higher degree than other 
localities. In the high proportion of iodine and other valuable constituents 
of their marine alge they do possess such a gift, and, now that the time 
is becoming ripe, this source of wealth ought to be worked to better advantage 
than it has been in the past” (p. 130). 


Kelp-making, as the reporter admits, is not a “home” in- 
dustry, nor can it be suitably called “rural,” the alternative term 
he applies to it. It stands really by itself, and it differs from 
the home industries proper, presently to be noticed, in that no 
artistic interest is connected with it. This last may be said also 
of a minor industry that was started artificially more than a 
century ago, and after a change in its character “is still in its 
initial stage,” though there is promise in it for the future. The 
reference is to wicker work, basket making, &c. This was first 
introduced into the northern islands early in the nineteenth 
century as a substitute for the linen industry, which was at a 
standstill owing to the cutting off through the war of imports of 
flax. It took the form of straw plaiting, an instructor being 
brought from Dorset, and the material being, in part at any 
rate, home-grown rye straw. At Kirkwall, Lerwick, Thurso, &c., 
“straw plaiting remained for a long period an important occupa- 
tion for women.” In the New Statistical Account, about 1840, 
it is said that in Orkney three-quarters of the female population 
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was at the time employed on the work. After this it went down, 
but gave birth before its extinction to various industries of wicker- 
work, the most promising of which is the making of quarter-cran 
baskets for the fishing trade. Work of the kind, at first in the 
cottages, and later on in a small workshop or factory, was set on 
foot by the Skye Osier Company, at Kilmuir, Skye, recently 
started by private agency in order to provide additional employ- 
ment for the people. The social conditions which suggested the 
experiment are thus described. It was noticed :— 

‘‘ First, that crofters who fished in the summer-time were scarcely employed 
for two hours a day, on an average, during the winter on their crofts; and, 
secondly, that lads had no regular work, and that there was a tendency for 
them to fall into indolent and loafing habits. To remedy this it was proposed 
in 1907 to start weaving, but this scheme was abandoned in favour of another 
which was based on the skill shown by the people in the making of peat 
creels and on the admitted fact that the climate of Skye was favourable for 
the growing of osiers. Thus, more than a century ago, Dr. Walker wrote 
of the natural advantages of the Hebrides for the cultivation of these” 
(p. 110). 

The quotation has been introduced because it calls attention 
to the importance of basing any fresh industrial experiment, if 
possible, on the traditions or circumstances of the particular 
locality, so that it may have some natural roots, and not be merely 
an exotic. 


For example, in old days there was a Shetland rug industry, 
and attempts have recently been made to revive it. 


“These rugs, two or three generations ago, formed a part of the dowry 
of girls, and when they married were used as bed-covers. Thus they belong 
to the period when Shetland woolwork was dyed, the colours beirtg obtained 
from plants and lichens. Their durability, as well as the permanence of the 
colours, is remarkable; and they are capable of being used with effect in 
house furnishing. . . . The argument which has been put forward in favour 
of a revival of the industry is that it would afford a means for consuming the 
coarser wool, which is adapted to this purpose, but not to hosiery. ... In 
Shetland . . . rug-making would be within the powers of a family during 
the winter months ”’ (p. 115). 


An industry carried on under these natural conditions should 
have a future. 

In regard to the growing of the osiers necessary for the supply 
of material for the baskets, the same difficulty has been experi- 
enced as was noticed in the case of the kelp industry :— 


“The people are disinclined to try experiments. Osier-growing would be 
a valuable use for suitable land. . . . It is unfortunate that, as yet, so little 
progress has been made in this form of cultivation in Skye. . . . Everything 
seems favourable for the experiment, save the inertia of the people” (pp. 112, 


148), 
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A transition to the industries to which an artistic interest 
attaches may be suitably effected through a brief reference to 
pottery making. Largely through the scarcity of suitable clays, 
pottery has never been one of the traditional Scottish industries, 
and attempts to introduce it in recent years have not met with 
success. In the older England, on the other hand, the craft of 
the potter flourished exceedingly, but in modern times, as an 
artistic industry, it has entirely died out. Taking the world over, 
pottery made under simple, almost domestic, conditions has been 
one of the chief products of human industry, and from neolithic 
times downwards till the modern era of the factory, hardly a 
single vessel of baked clay has left the hands of its moulder with- 
out having become in form or ornament, or in both, a work of 
art. Nothing is more interesting than to note the infinitely varied 
forms in which through the manipulation of the clay, or the glaze, 
a touch of interest and of beauty has been imparted by the worker 
to the homely product. This tradition, which is of the hoariest 
antiquity, has completely died out among progressive Kuropean 
nations, but still survives in some of the outlying countries. The 
museum of the beautiful Galician town, the name of which can 
no longer be pronounced, but is written Lwow, contains a suite 
of rooms devoted to the display of peasant pottery from innumer- 
able villages under the names of which the exhibits are grouped, 
Every piece is worth looking at, and there are constantly in 
evidence the qualities of style, character, quaintness of form or 
ornament, beauty of colour and texture. In the neighbouring 
Roumania one may see an itinerant vendor drive up in a little 
donkey cart to the outskirts of a hamlet, and unload and lay out 
on the grassy margin of the road a little cargo of pots which he 
sells for a few pence to the villagers. In their very unpretend- 
ing fashion the jugs and cups and bowls are quite artistic, the 
splashes of coloured glaze being disposed on them with unerring 
tact, and the forms often delightful to the eye. At the great 
yearly fair in Bucharest the big plain where it is held appears 
simply covered with peasant pottery brought in from all parts of 
the country, no piece of which is without some of the quality that 
William Morris has taught us to look for in the products of any 
genuine traditional hand industry. 

The important point here is the following, and it is one that 
has a bearing on the future of some Scottish artistic industries 
that will presently be noticed. The Roumanian Government 
some time ago took note of the excellence of the peasant pottery 
of the country, and set to work to “improve” it. “Design” was 
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taught in local schools, and there was set up a central crown 
factory for Keramic wares, from the output of which great things 
were expected. Now it isa fact, perhaps surprising to “the man 
in the street,” but exactly in accordance with what William 
Morris or any one else of real experience would have predicted, 
that the result was a total failure! The crown-factory products 
are entirely devoid of the artistic charm of the naive essays of 
the local potters, who worked unconsciously under the guidance 
of a sound tradition, and it is recognised that if these well-meant 
experiments were continued Roumanian peasant pottery would 
go the way of that of England or France. There is a warning 
here of which the Report might usefully have taken note. Dr. 
Scott takes due account of the artistic aspect of some of the 
industries he discusses, but he would have fortified himself much 
better in respect to this part of his task had he relied on William 
Morris rather than on Mr. Ruskin. MRuskin’s views were sound 
enough, but he was extravagant and amateurish in his expression 
of them, whereas Morris, though a poet and an enthusiast, was 
a practical man of affairs, the value of whose work has now been 
recognised at that former stronghold of artistic philistinism— 
South Kensington. <A course of Morris would explain not only 
the «esthetic superiority of hand-work over that turned out from 
the machine, but the extreme risk involved in the attempt to 
“improve” traditional designs and methods of artistic manipula- 
tion. The worker on traditional lines can of course be stimulated 
by encouragement to achieve better and more tasteful results than 
he had compassed before, but if his work be torn from its roots 
in the tradition of the industry and transplanted to the forcing 
house of a school of design, there is great risk that the charm 
of the old unsophisticated handicraft will be lost. There are one 
or two hints in the Report of possible “improvements” in 
design in Harris, Fair Isle, and Shetland textiles, that make 
uneasy the prophetic soul of anyone who knows how facile it is 
to kill by kindness delicate things of this order. The economics 
of an industry are something hardy that can be tinkered and 
experimented with, and yet survive, but the tradition of a genuine 
old artistic craft had better not be meddled with by the modern 
reformer. 

That there is genuine art in some of these Scottish household 
industries is made plain to the reader of this Report. The designs 
of Fair Isle hosiery are supposed to be derived from patterns 
introduced by shipwrecked Spanish seamen from a galleon of the 
Great Armada. “Hither by natural aptitude or by a long process 
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of development,” writes Dr. Scott, ‘the people have a gift for 
artistic craftsmanship, which has shown itself in the success of 
their hand-work in the textile industries, such as Shetland hosiery 
or tweed” (p. 141). In the latter “the more experienced workers 
display very great artistic ability in the blending of colours” 
(p. 57), mainly prepared, though one is sorry to hear not entirely, 
from local vegetable dyes. An Appendix gives a list of nearly 
fifty “Native plants used as dyes in tweed-making,” but there 
is a sinister ring about the words following the last quotation, 
“recently other good dyes have been used, with a view to in- 
creasing the number of shades in the tweed. No doubt the choice 
of some purchasers will continue to favour the subdued harmonies 
of the local natural dyes; while a new demand may arise for 
somewhat brighter colouring ”’—the italics are the present writer’s. 
Later on in the Report it is stated that “there is more than a 
suspicion that many of the new colours fade”! (p. 152). A 
Departmental Committee on the Truck Acts went out of its way, 
in 1908, to record (p. 48) “an interesting fact” that it ‘had 
evidence with regard to the conditions and products of labour of 
a great variety of trades, but in none have there been such indica- 
tions of high artistic excellence as that involved in this home 
labour. When it is performed in country districts, the products 
of the natives, say of Shetland in hosiery, or of Donegal in 
embroidery, afford constant proof of very high native and in- 
herited skill.” The history of Scottish weaving, both of wool and 
of linen, can be traced back to the fifteenth century, but the now 
famous Harris tweed industry had its effective beginning about 
1844, nevertheless ‘“‘the ultimate cause is to be traced still further 
back to the skill in spinning and weaving of the workers and their 
natural taste in the blending of colours” (p. 33). In the case of 
the important industry of Shetland hosiery, where “the most 
artistic work is the knitting of fine lace shawls and scarves, we 
have the very interesting notice that ‘“‘the design develops during 
the progress of the work. Many of the most skilled knitters 
cannot give details of the pattern they intend to make—it simply 
grows under their hand as they knit; and yet at the end, when 
it is examined, it will be found to be well balanced and satisfying ” 
(p. 86). The reporter appears doubtful whether this is alto- 
gether orthodox, but it is just a surviving example of what was 
once characteristic of all the traditional artistic handicrafts, the 
growth of adornment out of the process of manipulation. One 
great reason why the work of old time is so artistically pleasing 
is that the ornament has, as it were, developed naturally from 
No. 98.—vVoL. XXvV. x 
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within outwards, instead of being picked out of a pattern book 
and superimposed ready made on the product as in the bad days 
of the Science and Art Department. In Shetland hosiery, more- 
over, the effects of colour are gained merely from the material, 
for all the tints in Shetland shawls that are so tastefully con- 
trasted or blended are the genuine hues of the wool, no dyeing 
process being invoked. It is said that there are upwards of a 
hundred shades, from white to a very dark brown that passes for 
black, and it is noted that “all these tints of brown are reproduc- 
tions of the colours of peat, which is found in many of the districts 
where the sheep graze” (p. 82). 

To these beautiful qualities of colouring the wool of the Shet- 
land sheep unites those of extreme fineness and a soft and silky 
character, so that a lovelier material of its kind does not exist 
upon earth. The industry that manipulates this material is from 
the social or human side attractive to read about, and Dr. Scott 
gives us some interesting glimpses at a traditional handicraft still 
carried on under conditions that make work a pleasure. The 
wool is plucked from the sheep, and commonly carded, or combed, 
by hand. The carding is made a social function. The women 
gather at a house where wool has been plucked, and the carding 
goes on from tea to supper time in company. Later on the young 
men arrive, and there follows a dance. The wool is spun by 
hand, and the knitting is carried on almost continuously, and is 
combined with other occupations, even to an extent which Dr. 
Scott observes tends at times to make it too mechanical and to 
lower its quality (p. 88). Fine knitting is, however, a tradition, 
for there is a “Description of Shetland” published in London in 
1753, not noticed in the Report, in which it is stated “the Gentle- 
women, who make stockings for their amusement, work them 
very fine, even so much so, that one of that Country, who was 
here” (in London) “lately, and whom I knew there” (in Shet- 
land) “told me, he had sold a Pair here of his Wife’s making, for 
four Guineas.” At the time we learn from the same source a 
Shetland pony could be bought for three half-crowns, though a 
stranger might pay £1 for a good one. 

The Report rightly concludes that “a trade which has been 
long established, and which results in an annual production of at 
least £30,000 a year, is worth cultivating ” (p. 88), and two points 
for special consideration are noted. One is the preservation of 
the purity of the breed of the sheep, which is in some danger of 
deterioration, and here practical measures for safeguarding the 
industry at this its ultimate source are well within the compass 
of the activities of the Board of Agriculture. Another point is the 
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comparative failure of the workers in the matter of the shapes of 
the objects of hosiery they turn out. Complaints are made of 
this by London dealers in Shetland goods (p. 87), but here again 
improvements should be easily compassed. Instruction and the 
provision of suitable models and appliances should remedy the 
defect, and there is no such danger here as would be present if 
there were any attempts to tamper by way of “amelioration” 
with the colour arrangements or the evolution of the designs. 
Space does not allow of any .detailed analysis of the large 
portions of the Report concerned with the well-known “ Harris 
tweed” industry—one, as we have seen, with old roots but of 
comparatively recent development. With this industry, as with 
that of Shetland hosiery, are connected important and rather diffi- 
cult questions of the relation of hand work to machine work, of 
the official supervision, inspection, and stamping of products, of 
the different kinds of demand for the commodity, and the 
economics of its making and its distribution. On all these ques- 
tions Dr. Scott writes in a broad and genial spirit, but fortified at 
every point by the results of special investigations. The artistic 
merits of the product in colouring and design, and the danger 
of interfering with these, have already been indicated. A 
question of special interest that will be asked about it, alike by 
the economist and the esthetic expert, is whether pure hand- 
work continued through all the processes from first to last really 
pays, or whether the predilection expressed for it is only of the 
nature of a “fad.” On this question the Report furnishes fairly 
satisfactory evidence. Asa fact machine carding for the wool has 
largely been substituted for the hand carding which is the rule 
in the case of the Shetland wool, yet ‘those who have had a long 
acquaintance with Highland tweeds speak in favour of hand- 
carding” (p. 55), and “several weavers” have spoken strongly 
“of the deterioration of the wool for their purposes by machine- 
carding” (p. 58). As regards the subsequent processes, an inquiry, 
technical and statistical, carried out in 1912-13, showed that 
“there was a substantial balance of opinion in favour of the ad- 
vantages of hand-spinning and hand-weaving in tweed” (p. 138). 
Technical investigation proved that hand-spun yarn had more 
twist in it than that spun in the machine, and this increased its 
strength. Moreover, “it is practically impossible for the hand- 
spinner to use shoddy, owing to the extreme difficulty of turning it 
into yarn. Thus hand-spinning is a guarantee against shoddy ” 
(p. 189). Furthermore we learn that “there is a third advantage 
which hand-work has in tweed-making, namely, in the weaving. 


The thrust of the power-loom is automatic, and so it cannot adjust 
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itself to any temporary irregularity of the yarn. The weaver can 
do this, and so a good hand-woven cloth has greater elasticity ”’ 
(p. 189). Finally, in the finishing of the fabric there is a corre- 
sponding advantage in hand-work, for ‘“‘mill-finishing has the 
effect of hardening the surface of cloth, and may make it less 
yielding” (p. 74). It is the quality of elasticity in the “Harris” 
tweeds, and the combination in them of lightness and warmth, 
that make them popular with sportsmen, while they are also good 
at throwing off moisture because in hand-finishing more is re- 
tained of the oil which is naturally in the fibre, and is also used in 
some of the processes of home-manipulation (p. 74). 

The Reporter discusses the possible or probable future position 
of the demand for this “light, elastic, damp-resisting and durable 
tweed” (p. 75), which also offers “scope for inventiveness in 
design and texture” (p. 76). It is satisfactory to know that 
merchants agree that the best webs of cloth are the easiest to sell 
(p. 73), though the price may rise as high as 7s. Gd. a yard. 
On the whole it is concluded that “from the technical standpoint 
the prospect of the cottage tweed industry—and more particularly 
that part of it depending on hand-spun yarn—can be regarded 
with considerable confidence ” (p. 140), though naturally there are 
many considerations regarding the organisation and financing of 
the industry that require careful attention. These Dr. Scott 
discusses with some fulness in the Report, but it is not possible 
here to enter upon this subject, which is a very large one. 

On the whole Dr. Scott seems to look with a chastened satis- 
faction on the future prospects of the Highlands and Islands 
Home Industries, but is fully alive to the need for guidance and 
care, as well as for action in many directions which he indicates. 
“Home industries,” he says in one place, “will probably remain 
a most valuable agency in augmenting the resources of the 
people” (p. 143), but in another we read that :— 

‘With reference to the prospects of industries in the Highlands, it is 
necessary to speak with a certain amount of circumspection, more especially 
when one remembers how events have hitherto falsified optimistic forecasts 
and have confirmed those of a pessimistic nature. ... For some reason, 
which may be either racial or geographical, or perhaps both, it is necessary 
to discount largely from hopeful anticipations of industrial progress in the 
Highlands.” 

Into the racial question, perhaps with a wise discretion, Dr. 
Scott does not enter, but he concludes on a more hopeful note :— 


‘After giving due weight to the unfavourable tendencies and discounting 
from the favourable ones, there are, I believe, good grounds for regarding 
the future of these industries with a considerable degree of confidence, 


provided their development is guided wisely’ (p. 136). 
G. BaLpwiIn Brown 














1915] NOTE ON SCOTTISH RURAL INDUSTRIES 297 


Nore on ScotrisH RURAL INDUSTRIES DURING THE First SIx 
MONTHS OF THE WAR. 


Tue shock to the industrial system of the country through 
the war has been felt even in such remote districts as the High- 
lands of Scotland. Its effects have been diverse in relation to 
different industries. The tweed trade and that in Shetland 
hosiery have suffered—the former more than the other—while, 
on the contrary, the kelp industry is likely to be greatly stimulated. 
As regards the Highland cottage tweed industry, which produces 
an article of luxury, one of the periods of depression it occasionally 
experiences had been encountered before the war, which was due 
to causes anticipated in the report. This depression was accentu- 
ated by the fact that very many of those who usually purchase 
Harris tweed now find khaki their only wear. The distress which 
might have been experienced has been avoided partly by a redis- 
tribution of labour in hand-spinners making hand-spun worsted 
for ladies to knit, partly by large orders for knitting of socks by 
the women themselves, which are ordered by the “Queen’s Work 
for Women Fund,” the “ Hebridean Employment Committee,” the 
“Co-operative Council of Highland Home Industries,” and other 
patriotic bodies; partly again by the separation allowances of men 
from the districts who are in the forces. Shetland hosiery has 
also experienced a compensatory tendency. No doubt the demand 
for shawls is reduced, but that for certain kinds of underclothing 
has increased. Shetland undervests, for instance, are believed to 
afford the maximum warmth with a minimum bulk. In the case 
of at least one regiment, those in control of the ‘comforts fund” 
specify Shetland vests. 

The scarcity of potash, and, to a less degree, the increased 
demand for iodine, seems likely to bring about a repetition of 
some of the events in the kelp industry which happened in the 
last French war. With the exception of that from kelp, the 
supply of potash has been obtained from Germany ; hence, failing 
an alternative source of supply, the use of seaweed has become 
a matter of national importance. During the autumn and early 
winter very much larger quantities of suitable seaweeds have been 
used for manuring the land in substitution for fertilisers containing 
potash in considerable quantities. It is likely that in the season 
1914-15 (which will end in September) the quantity of kelp made 
will be greatly augmented. The Board of Agriculture for Scotland 
has taken such steps as seemed most likely to lead to the attain- 
ment of both objects. As regards the other industries, a public 
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conference had been called at Lerwick with a view to the dis- 
cussion of the system of marking Shetland goods suggested in 
the Report (pp. 92-103), but it was necessary to postpone it owing 
to the war. W. R. S. 


OFFICIAL PAPERS. 


Copies of Treasury Minutes dated August 6th, August 20th, and 
October 22nd, 1914, and January 19th, 1915, relating to the 
issue of Currency Notes. [Cd. 7836.] 1915. Price 1d. 


In the Currency and Bank Notes Act, 1914, under which the 
Currency Notes are issued, the Treasury was authorised to issue 
currency notes to such persons and in such manner as they might 
direct. The principles which they have followed have been more 
or less common knowledge. But in this White Paper they have 
been definitely published for the first time. The notes are issued 
through the Bank of England to banks, trustee savings banks, 
and the Post Office Savings Bank. Each bank is entitled to 
receive up to 20 per cent. of its total liabilities on deposit and 
current accounts, as shown in its monthly statement last issued 
before August 6th, 1914. The amount of notes issued to each 
bank is treated as an advance by the Treasury to that bank, 
bearing interest from day to day at the current bank rate. But 
the bank may repay the whole or any part of such advance either 
in currency notes or otherwise. Thus, although the advances 
originally made to the banks have been for a long time past 
almost wholly discharged, the currency notes passing through 
the bank’s hands remain in circulation whenever the bank dis- 
charges the advance by means of a credit at the Bank of England 
and not by means of the return of the notes originally issued. 
In practice, therefore, the system works in the same way as the 
system for the issue of Bank of England notes. The banks of 
the country can in effect turn any part of their balances at the 
Bank of England into currency notes on application. 

Sums payable in respect of interest on advances made by 
means of the issue of the currency notes were to be credited to 
the Exchequer after deduction by the Bank of England of a sum 
payable in respect of the bank’s services. But in virtue of a 
statement issued more recently, such profits, together with the 
interest on securities held against the notes, are to be placed to 
an investment reserve fund. This fund amounted at the end of 
May to £302,000. It was announced at the same time that the 
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Bank of England had agreed to forgo payment for the manage- 
ment of the note issue for the period of the war. 


Report of the West African Currency Board for the period ended 
June 30th, 1914. [Cd. 7791.] 1915. Price 14d. 

THis is the first report of the Board set up in accordance with 
the recommendations of the committee appointed to inquire into 
the West African currency system. It will be remembered that 
hitherto the currency of that part of the world has been British 
silver, which has been unlimited legal tender there, although 
limited legal tender in this country. Up to 1913 no arrange- 
ments were in force for the repatriation of this silver—which 
normally flows to West Africa in considerable quantity year by 
year—in the event of this regular influx being followed by an 
efflux. 

On July 1st, 1913, this system came to an end. A special 
silver coinage has been adopted common to the five West African 
administrations, and has been supplied to the Colonies as rapidly 
as the Mint has been able to provide the new coins. Arrange- 
ments have been made for the repatriation of an amount not 
exceeding £100,000 annually in United Kingdom silver coin. 
During the period under review this amount was brought home, 
together with a further amount which was sent out temporarily 
pending a sufficient supply of the new silver coinage. 

Apparently the new system has worked very smoothly ; 
£1,274,000 in the new currency has been issued already. Profits 
on coinage, instead of being credited to the British Exchequer, 
as hitherto, go to form a reserve fund designed to place the West 
African currency on a gold exchange standard basis. This 
reserve had already reached about £700,000 on June 30th, 1914. 
Apparently no part of the reserve is held in gold, and £150,000 
has been invested in Colonial 4 per cent. inscribed stocks. In 
this respect the experience of the Government of India, which 
points to the desirability of holding the invested reserve in a 
somewhat more liquid form, seems to have been overlooked. 





Dominions Royal Commission. Fourth Interim Report. [Cd. 
7711.] 1915. Price 4d. 


Minutes of evidence taken in London in June and July, 1914. 
[Cd. 7710.] 1915. Price 1s. 3d. 


Tuts fourth interim Report deals entirely with Newfoundland. 
At the outbreak of war the Commission had started on the third 
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of their tours, with the intention of travelling through Newfound- 
land and Canada. In consequence of the outbreak of war they 
decided to suspend their sittings until peace is concluded, with 
the effect that their Report on Canada is postponed for the 
present. 

The evidence taken in London in June and July, 1914, chiefly 
relates to.migration, oversea communications, harbour accommo- 
dation in the United Kingdom, and the marketing and distribu- 
tion of Dominion produce. 

A list of the publications of the Commission up to date, apart 
from their four interim Reports, is appended for convenience of 
reference :— 

Minutes of evidence :— 

London, 1912, Migration. [Cd. 6516.] 

London, 1912, Natural Resources, Trade, and Legislation. 
[Cd. 6517. ] 

New Zealand, 1913. [Cd. 7170. ] 

Australia, 1918, Part I. [Cd. 7171.] 

Australia, 1913, Part II. [Cd. 7172.] 

London, 1918. [Cd. 7173. ] 

London, January, 1914. [Cd. 7351.] 

Union of South Africa, 1914, Part I. [Cd. 7706.] 

Union of South Africa, 1914. Part II. [Cd. 7707.] 

London, June and July, 1914. [Cd. 7710. ] 





Reports of Decisions on Appeals and Applications under the 
Insurance Act. [Cd. 7810.] 1915. Price 4d. 


OBITUARY.—WILLIAM SMART. 


For the first time since its foundation in 1891 the JouRNAL 
has to deplore the death of an occupant of one of the professorial 
chairs of Economics in the United Kingdom. 

William Smart, eldest son of Alexander Smart, J.P., was born 
at Barrhead, near Glasgow, on April 10th, 1853. Alexander 
Smart, who was a son of the Rev. William Smart, of Paisley, at 
that time was carrying on an engineering business at Barrhead, 
but in the following year he was induced by his mother’s brother, 
John Clark, the founder of the firm of John Clark, Jnr., and Co., 
to join the important business carried on at Mile-End Thread 
Works, Glasgow. He became manager of this, and was for many 
years before his retirement in 1879 senior partner in the firm. 
William Smart passed some years of his boynood after about eight 
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years of age in a house situated, in the old-time manner, within 
the mill walls. He attended East End School, and later the 
High School, and at fifteen entered the University. He is remem- 
bered as having been at this period of a dreamy and sensitive 
nature, and fond of music, which was his chief recreation. At 
heart he was a student, but when he was seventeen his father 
made a place for him in the mill, and he became a double-timer, 
attending lectures in the morning, and reading at night, as well 
as working at the business during the interval. His health, not 
unnaturally, broke down, and a choice had to be made between 
learning and business. His father decided in favour of business, 
and his University course was interrupted for a considerable 
period. He proved his ability as a business organiser and con- 
troller of workpeople, and on his father’s retirement became a 
partner in the firm. In 1884 the partners sold the prosperous 
business to another firm, and Smart was set free from the 
trammels of business except that a few years later a manufac- 
turing concern in America in which he had retained a consider- 
able financial interest gave him a large amount of trouble and 
anxiety necessitating for a time a visit to America and much 
hard work. 

Though he gave his best energies to the manufacturing business 
so long as necessary, he managed to resume his University course 
some years after it was interrupted, and took his M.A. degree in 
1882. His intellectual development was much influenced by 
Edward Caird, who was then occupying the Chair of Moral Philo- 
sophy once held by Adam Smith. In his Second Thoughts of an 
Economist, which he has left almost completed, and which will 
shortly be published with a memoir and portrait, he says that 
Caird discovered that he could teach, and utilised his help in teach- 
ing the political economy part of his subject. In the same work 
he relates that while still in business he had found the springs of 
his intellectual life, ike many young men of his day, in Carlyle 
and Ruskin. He was a member of Ruskin’s Guild of St. George, 
and his first publication was his inaugural address as President 
of the Ruskin Society of Glasgow: John Ruskin, his Life and 
Work, 1880. This was followed by A Disciple of Plato, 1883, 
the drift of which is well suggested by the characteristic note 
which Ruskin sent him: “There is no word I want to add or 
change up to p. 41, but, as regards what follows, I would like to 
add that, while I admit there is such a thing as mercantile theory, 
distinguished from social, I have always said that neither Mill, 
Fawcett, nor Bastiat knew the contemptible science they pro- 
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fessed to teach.” The enthusiastic Ruskinite was beginning to 
think that the contemptible science was, as he says, ‘‘ big enough ”’ 
for him. Realising that he had sunk to the level of teaching this 
contemptible science, Ruskin seems to have written to him with 
pathetic astonishment, “You!” His start was made in 1886 as 
lecturer at University College, Dundee, and also at the women’s 
Queen Margaret College, Glasgow, he being then, it will be 
observed, no less than thirty-three years of age. The Dundee 
work terminated in 1887, but the Queen Margaret lectureship 
continued for ten years. In 1892 he was appointed lecturer in 
the University of Glasgow. Four years later the Adam Smith 
Professorship of Political Economy was founded in that University 
by Mr. Andrew Stewart, and applications for the post were invited. 
Smart was naturally a candidate, and would probably have had a 
walk-over if he had not been, like most of the professional 
economists of that time, a bimetallist. Some of the electors were 
alarmed for the safety of the gold standard, and would have been 
very glad if an anti-bimetallist tolerably competent to fill the Chair 
could have been induced to stand. But none such could be found, 
and Smart’s claims prevailed. He was intensely attached to his 
position as teacher, and would have felt the loss of it as an 
immense personal disaster. 

In the early ’nineties Smart did excellent service in making 
known to English readers the work of the “Austrian School” on 
interest and value. He translated Boéhm-Bawerk’s Capital and 
Interest in 1890, and the same author’s Positive Theory of Capital 
in 1891, in which year he also produced his own Introduction to 
the Theory of Value on the lines of Menger, Wieser, and Béhm- 
Bawerk (2nd and 38rd editions in 1910 and 1914). In 1893 he 
edited, with a preface of his own, Mrs. C. A. Malloch’s translation 
of Wieser’s Natural Value. In 1895 he published Studies in 
Economics, dealing principally with wages, currency, and con- 
sumption; and in 1899 The Distribution of Income (2nd edition, 
1912), perhaps his best and most characteristic work. To these 
succeeded The Taxation of Land Values and the Single Taz, 
1900, chiefly critical of the “Glasgow Bill” of that time; and 
The Return to Protection, 1904, based on a series of lectures 
against the Tariff Reform propaganda which he had delivered 
to popular audiences in Glasgow and Edinburgh. All these except 
the first, which preceded the foundation of the JouRNAL, have 
been reviewed in its pages, and it is unnecessary to deal with them 
in detail, while the time has scarcely arrived for a comprehensive 
judgment on them as a whole. It may be said, however, that 
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Smart had the gift of writing good English (he often interspersed 
a little Scotch) in a bright and pleasant way which has unfor- 
tunately been denied to many greater economists. He made no 
discoveries, and invented no new technicalities, but he found 
readers, interested them, and stimulated their thought. 

To his success with members of his Glasgow classes I can 
myself bear witness, having in London come across many who 
owe much to his inspiration. One of these, Mr. Thomas Jones, 
who was subsequently his much-prized assistant, and then became 
Professor at Belfast, and is now Secretary to the National Health 
Insurance Commission for Wales, says in the Glasgow University 
Magazine for May 13th :— 

“To all his students he was a scholar, a live teacher, and a 
gentleman. He needed indeed to be a live teacher, for the Pass 
Class met at the sleepiest hour of the afternoon. He arrived 
punctually with his lecture written in full, often with fresh illus- 
trative passages inserted during the morning drawn from some 
recent economic incident, or a statesman’s speech, or a talk over 
the telephone with his stockbroker. He was dressed in the most 
cheerful fashion, and the dull, drab class-room visibly brightened 
as he entered. He read his notes so well that it seemed as though 
one were listening to the conversation of an enlightened, broad- 
minded, and kindly man of business. There was no pedantry, 
no affectation, no display of differences with other distinguished 
authorities, as is the manner of some. I recall how as a mere 
Pass student I once interrupted him because I scented some heresy 
or bias in the lecture. He welcomed the interruption in the most 
genial manner, and invited another student to debate the point 
with me publicly before the class the next day. I was quite wrong 
in my suspicions, but clearly he had made one student interested 
in Economics.” 

A pupil of much later date, at present an officer in the Army, 
William Kennedy, D.Sc.(Econ.), author of English Taxation, 
1640-1799, writes to me as follows :— 

“He was an absolutely straight man and one who hated lack 
of straightness in others; and he had the peculiar kindness and 
warm-heartedness which is possible to dead-straight men just as 
he could have the hardness and brevity in face of insincerity which 
is also possible to such. That, I think, was one of the main 
reasons why Glasgow men who came to college in his time were 
taken up very largely by economic interests; another was his 
peculiar power of lucid exposition. He had the power of leading 
an audience on into his subject by stages, and he was a master of 
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good English. Another and strong reason was that he was obvi- 
ously himself keen on his subject, and did not spare himself 
over it.” 

Neither his early manufacturing nor his literary and academic 
interests prevented Smart from taking part in the life of his 
fellow-citizens. Besides being the first president of the Ruskin 
Society 6f Glasgow, he was the originator and first conductor of 
the Kyrle Choir, which gives concerts in aid of deserving institu- 
tions. He started a Glasgow branch of Toynbee Hall, which is 
still flourishing. Frequently in one way or another, by speech 
and letter, he gave his opinion on local economic questions, such 
as housing. 

St. Andrews conferred upon him the degree of LL.D. in 1893, 
and Glasgow that of D.Phil. in 1896, and he was President of 
the Economics and Statistics Section of the British Association at 
Cambridge in 1904. 

In 1905 he was appointed a member of the Poor Law Com- 
mission, and some of his pupils well remember the evident pride 
and pleasure with which he announced the fact to his class. 
During the four years’ work of the Commission he had a flat in 
London, and journeyed up and down between Glasgow and 
London. His intimate acquaintance with the problems of Glasgow 
greatly helped him in the examination of witnesses. The Provost 
of Oriel, who sat next him on the Commission, speaks of “his 
bright, cheery optimism, his high sense of loyalty to his colleagues 
and the Chairman, his sympathetic treatment both of the wit- 
nesses and of the questions raised,’’ and adds, ‘‘In the words of 
George Eliot, ‘He was not merely interested in cases, but in John 
and Elizabeth.’ He was very human.” He contributed mono- 
graphs on the Report of 1832, on the principles of the Amendment 
Act of 1834, on the Poor-Law Commissioners, 1834-7, on the Poor- 
Law Board, 1847-71, and on the First Six Years of the Local 
Government Board—the Crusade against Out-relief, and he signed 
the Majority Report. 

His experience on the Commission led him to embark on a 
gigantic scheme for facilitating the acquisition of knowledge 
regarding the economic history of the nineteenth century. He 
was struck at once by the necessity of such knowledge and the 
difficulty of acquiring it owing to the magnitude of the stores in 
which the materials for it are buried. He resolved not, as he 
modestly says (Annals, vol. i., p. ix.), to attempt to write history, 
but to collect and arrange the materials which he found in Hansard 
and parliamentary and official publications. By prodigious in- 
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dustry he succeeded in bringing out the first volume, Economic 
Annals of the Nineteenth Century, 1801-20, at the end of 1910. 
The second volume, comprising only the ten years 1821-30, was 
nearly through the press when he died, and will be published in 
the autumn of this year. 

He married in 1876 Katharine Stewart Symington, who sur- 
vives him. ‘To her help in the ordinary affairs of everyday life 
he always gratefully ascribed his success in literature and teaching. 
There were only two children, a son who died in infancy, and a 
daughter, now Mrs. W. K. Hutton. In quite recent years Mrs. 
Hutton’s three young children daily furnished in Smart’s study a 
much-enjoyed diversion from his rather sombre work on the 
Annals. 

He was a robust man with open-air tastes, fond of his golf and 
for many years in the habit of taking an occasional cycle tour in 
France or Scotland, but it is to be feared that the strenuous labour 
and unremitting application to which he subjected himself in 
connection with the Commission and the Annals injured his 
capacity for resisting disease, and an attack of influenza last vear, 
which he would not treat with sufficient respect, was the begin- 
ning of the end. He had always a consciousness of the shortness 
of life, and in recent months the war saddened him. Writing to 
me on New Year’s Day he said: “I cannot rise above this war. 
It makes me old, and fain to be out of it all and at peace. I 
nearly was a couple of months ago—bronchitis and heart—and I 
feel sorry I have to go through it again before I escape.” In fact, 
he “escaped” without another troublesome illness, as he was 
struck down suddenly on March 14th and never recovered con- 
sciousness before his death on the night of the 19th. 

The Minute of the General Council of the University of 
Glasgow recording their sense of their loss concludes: “Greater, 
however, than his works was the man himself. To those who 
looked from a distance he was the political economist, the teacher 
admired by his students; but to those who knew him from within 
he was a veracious, high-minded, tender-hearted friend, wise in 
counsel, candid in speech, helping the man that trusted him to 
bear his burden and to do his work in the world.” His secret gifts 
and “loans” to individuals whom he wished to help, so far as they 
are known, show an amazing liberality, and their full extent never 
will be known to anyone. The recollection of his jovial accost, 
his ready hospitality, and his unfailing good-humour will always 
be a precious possession in the minds of all who knew him well. 
EDWIN CANNAN 
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CURRENT ToPICs. 


THE annual meeting of the Royal Economic Society was held 
at 9 Adelphi Terrace on March 17th, 1915, at 5 p.m. The follow- 
ing report was presented by the Secretary: “The surplus of 
income over expenditure for the year 1914 is £331, as compared 
with £146 in 1913, £32 in 1912, and a deficit of £24 in 1911. The 
average circulation of the JOURNAL, excluding free copies, &c., 
within the year was approximately 1,276, as compared with 1,127 
in 1913 and 1,074 in 1912. The circulation of the JOURNAL 
outside members of the Society has been appreciably higher since 
the war began than at any former time. At the end of 1914 
there were 517 ordinary members, 159 life members, and 30 
library members, a total of 706 as compared with 622 in 1913 
and 576 in 1912. Since the beginning of the year £400 of the 
Society’s accumulated balances have been invested in War Loan. 
The Assistant Secretary of the Society (Mr. E. J. Hicks) has 
been given leave of absence since the beginning of the war for 
service with his Territorial Regiment, the Civil Service Rifles.” 
After the close of the business proceedings a paper was read by 
Mr. J. M. Keynes on “The Financial Situation of France during 
the First Five Months of War.” The paper was followed by a 
discussion, in which Sir Thomas Elliott, Sir Charles Addis, and 


Mr. Rozenraad took part. 





The following were elected Fellows of the Royal Economic 
Society at the last meeting of the Council :— 


R. Bell. J. W. MclIlraith. 
G. R. Carter. J. F. McLeod. 

A. B. Chappell. Netherlands Bank. 
D. Chatteraj. S. E. Peach. 

J. B. Condliffe. J. E. Purchase. 
A. Fairbairn. Dr. G. Vissering. 
H. M. Haywood. Mrs. Wood. 

F. J. Marquis. 





A CORRESPONDENT writes :—On December 20th last died Dr. 
Soerensen, the head of the Unemployment Insurance Department 
of Denmark (and formerly head of the Sickness Insurance De- 
partment), one of the most noteworthy of her citizens. It was 
due in no small degree to his advocacy that the sickness insurance 
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law of 1892, and the unemployment insurance law of 1907 were 
passed, and to his skill as an administrator that both laws have 
been so splendidly successful. When the latter law was passed 
he was already full of years (he was born in 1839), but under 
much pressure he undertook its administration. When he died 
the unemployment insurance societies (trade unions) asked to be 
allowed to arrange for his burial at their expense, and these 
societies and the sickness insurance societies, carried their banners 
in his funeral procession, a signal mark of respect for a State 
official. As the successful protagonist of voluntary insurance, 
State-aided but democratically controlled, Dr. Soerensen will 
occupy a prominent place in the social history of modern Europe. 





THE Society’s correspondent in South Africa writes :—After 
the Boer War a school for spinning and weaving was started 
in the Transvaal, chiefiy through the enterprise of Miss Hobhouvse, 
with the laudable aim of teaching the Boer women a profitable 
occupation for their home life. The school has been loyally 
supported by the Government, which has of late years spent 
nearly £5,000 a year on it; the teaching was, by all accounts, 
excellent, and articles such as rugs, tweed cloths, &c., of good 
quality, have been turned out by it. The whole undertaking has 
now been abandoned by the authorities as a failure; detailed 
reasons can be read in the report of the Transvaal Home Indus- 
tries Board to the Transvaal Provincial Council. But the long 
and short of it is that the attempt to compete with machine 
industry was impossible, and the women who have been trained 
by the school cannot make so much out of spinning and weaving 
as out of other occupations. 





Dr. CLAPHAM contributes the following note on “The origin- 
ator of the phrase, Collective Bargaining.”—Disputes as to the 
origins of terms are not profitable, but there is some interest in 
them when a definite claim to have invented an important term 
has been put forward. In a footnote to their chapter on “The 
Method of Collective Bargaining” in Industrial Democracy 
(I. 178, n. 1), Mr. and Mrs. Webb say: “We are not aware of 
any use of the phrase ‘Collective Bargaining’ before that in 
The Co-operative Movement in Great Britain, p. 217.” So far as 
I know this is verbally true, but the phrase had been anticipated 
in substance in the Assistant Commissioner’s Reports to the 
great Handloom Weavers’ Commission : Part IV., p. 204 (1840). 
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Describing the working of the Spitalfields Act the reporter (J. 
Fletcher, Esq.) writes :—‘‘Practically, the magistrates did not 
regulate the wages, but left the masters and men to make their 
own bargains collectively, and these terms they enforced... 
upon all individually.” The italics are Mr. Fletcher’s. A few 
pages lower down (p. 207) reference is made to the “collective 


contract.” Here we have what is, historically, a very interesting 


case of “Collective Bargaining” quite plainly so described. 








RECENT PERIODICALS AND NEW BOOKS. 


Journal of Royal Statistical Society. 


Marcu, 1915. The War and the Teztile Industries. S. J. CHAPMAN 
and D. Kemp. An elaborate statistical investigation. On the 
Magnitude of the Population of England and Wales available for 
Emigration. E. C. Snow. Prices of Commodities in 1914. 
Sir Georce Paisu. Sauerbeck’s Index Number rose on the 
average of the year only from 85 in 1913 to 86 in 1914; but the 
figure for December, 1914, was 91°6. Crop Production and 
Price: a Note on Gregory King’s Law. G. U. Yuue. 


Quarterly Review. 


ApriL, 1915. The Economic Condition of Enemy Countries. H. J. 
JENNINGS. Rather a superficial article, based on very meagre 
information. The Abandonment of the Gold Standard. J. S. 
Nicuotson. A brilliant, if splenetic, article. Prof. Nicholson holds 
that the moratorium and inconvertibility are “in essence the 
same,” and finds some connection between the former and the 
title of his article. He also holds that Great Britain has adopted 
“disguised inconvertibility,” because the public have been urged 


and encouraged to use notes rather than coin. “The Treasury 
notes proper were convertible into gold, but the provision for 
convertibility was practically non-effective. . . . An ominous 


foresight was shown even in the superscription of the Treasury 
Notes; they bore no promise to pay in gold.” The first part of 
this passage means that the notes remained in circulation and 
were not often presented for conversion; the Treasury’s fore- 
sight, referred to in the second part, was somewhat superficial, 
as the superscription of the notes consists of a reference to an 
Act of Parliament in which it is laid down that the notes shall 
be convertible into gold coin on demand at the Bank of England. 
“Tt is true that the Bank Act of 1844 has not been suspended, 
but the enormous issues of Treasury notes against every 
principle of that Act, render this technical abstention insignifi- 
cant.” If this passage is intended to apply beyond a few days 
of the first week of war, it is, of course, misleading; if the 
Treasury notes were now to be turned into banknotes, the 
position of the Bank of Englan1 would be much strengthened. 
The general suggestion of the article seems to be that our present 
monetary troubles are ultimately traceable to the abandonment 
of silver as a standard. 


The Political Quarterly. 


Fepruary, 1915. The War and Unemployment among skilled men 
in London. J. St. G. HEata. 


No. 98.—vob. XXVv. Y 
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Bankers’ Magazine. 


Marcu, 1915. Financing our Allies. A further instalment of the 
editor’s valuable chronicle of financial events. Continued in 
April and May. Trustee Savings Banks and the Crisis. A. H. 
Gipson. The Bank Meetings. 

Aprit, 1915. Balance Sheets of Banks in the United Kingdom, 
1914. The Government Note Issue. SiR R. H. InGuis 
PALGRAVE. 

May, 1915. Proportion of Cash to Deposits in the Banks of the 
United Kingdom, 1914. Canadian Banking in 1914. H. M. P. 
Ecxarpt. The late Lord Rothschild. 


The Women’s Industrial News. 


Aprin, 1915. The Shop Assistant. Mrs. Bernarp Drake. Mrs. 
Drake continues her very interesting series of studies of various 
types of female employees. 


Bulletin of Co-operative Reference Library, Plunkett House 
(Dublin). 


May, 1915. Irish Agriculture and the War. “In this number we 
have somewhat departed from our usual course by entering into 
controversy. . . . The Department of Agriculture in Ireland 
declines to accept the invitation of the Irish Agricultural 
Organisation Society to come to a truce in order that the two 
bodies may in conjunction accomplish what neither by itself can 
do. Such a refusal seriously cripples the country. We have 
published the facts in order to place the public in a position to 
insist that personal and political quarrels shall not be placed 
before the country’s need.” 


Board of Trade Labour Gazette. 


Marcu, 1915. The Labour Market in February. The percentage of 
unemployment was 1°6, falling to 1°3 in March, and 1°2 in April. 
Employment among Women in February. Improvement, but 
little change. Retail Food Prices in United Kingdom. A rise 
of about 2 per cent. in February, followed by no change in 
March, and a further rise of between 1 and 2 per cent. in April. 
Retail Prices in Vienna. A very great rise, followed by further 
large rises in March and April. Food Prices in Berlin. A rise 
of 3°9 per cent. in January was followed by further rises of 8°9 
per cent. in February and 6'4 per cent. in March, when retail 
food prices stood 49 per cent. above the level of last July. 
Employment in Germany. The percentage of unemployment 
was 6°5 in January, falling to 5-1 in February, and 3°4 in March. 
German War Measures for Conserving Supplies of Food and Raw 
Materials. A valuable summary. Government Work: Com- 
mittee on Production in Engineering and Shipbuilding Estab- 
lishments. This Report is continued in April and May. New 
Swiss Labour Law. 

ApriL, 1915. Co-operation in Agriculture in 1913. 

May, 1915. Wholesale Prices in United Kingdom in 1914. For the 
period ending with July the index number was 113'6 as compared 
with 116°5 in the previous year, for the rest of the year 122°6, 
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and on the average of the whole year 117°2. Trade Unions in 
1913. A large accession of membership. Disabled Sailors and 
Soldiers Committee. 


American Economic Review (Boston). 


Marcu, 1915. The United States Cotton Future Act. L. Conant. 
Some Economic Problems of Railroad Valuation. A. M. 
SaKOLsKI. Farm Credit in Kansas. G. E. Putnam. The 
Clayton Act. W. H. §. Stevens. 

SUPPLEMENT. PROCEEDINGS OF ANNUAL MEETING, PRINCETON, 
DECEMBER, 1914. Economics and the Law. Joun H. Gray. 
Presidential address. Speculation on the Stock Exchange, and 
Public Regulation of the Exchange. Samurt C. UNTERMYER 
and H. C. Emery. Market Distribution. R. Merrker and 
L. H. D. Wetp. Statistical Work of the United States Govern- 
ment. The Relation of Education to Industrial Efficiency. 
E. D. Jones. The Effect of Income and Inheritance Taxes on 
the Distribution of Wealth. T.S. Apams. The Public Regula- 
tion of Railway Wages. F. H. Dixon. The Social Aspects of 
the Public Regulation of Wages. Mrs. GLENDOWER Evans. 


Journal of Political Economy (Chicago). 


Fepruary, 1915. The Public View of the Railroads’ Need for an 
Increase of Rates. J. H. Gray. Railway Efficiency in its 
Relation to an Advance in Freight Rates. S. O. Dunn. 
American Finance and the European War. H. Parker WILLIS. 
City Taxation and Skyscraper Control. G. L. Hoxig. 

Marcu, 1915. The Sherman Act and the New Anti-Trust Legisla- 
tion, I. Attyn A. Youne. Continued in April. Standards of 
Sickness Insurance, I. I. M. Rusrnow. Continued in April. 
The New English Currency Notes. E.M. Patrerson. Progress 
of the Minimum Wage in England. Epirn Apporr. 

Aprit, 1915. The Technique of Medieval and Modern Produce 
Markets. A. P. UsHER. 


Annals of American Academy (Philadelphia). 


Marcu, 1915. A series of articles on Readjustments in Tazation, 
the general character of which is suggested by Prof. Seligman’s 
introductory article on Newer Tendencies in American Tazation. 


Political Science Quarterly (New York). 


Marcu, 1915. Pennsylvania’s Appropriations to Privately-managed 
Charitable Institutions. A. FietsHer. Returns on Public 
Service Properties. Joun BAUvER. 


Bulletin of U.S. Labour Bureau. 


No. 146. Wages and Regularity of Employment and Standardisation 
of Piece Rates in the Dress and Waist Industry: New York 
City. 

No. ist Wages and Hours of Labour in the Iron and Steel Industry 
in the United ¥'ates, 1907 to 1912. 

No. 154. Wages a d Hours of Labour in the Boot and Shoe and 
Hosiery and Ui.derwear Industries: 1907 to 1913. 

No. 155. Compensation for Accidents to Employees of the United 
States. 

y 2 
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Revue d’Economie Politique (Paris). 


JANUARY-FEBRUARY, 1915. La vérité sur les Caisses de prét alle- 
mandes (Darlehenskassen). F. SAvVAIRE-JOURDAN. Mainly an 
historical account of their origins. Le Régime monétaire de 
l’Allemagne pendant la guerre. C. Rist. La circulation de la 
livre sterling dans le systéme monétaire égyptien. Lion PouiEr,. 
Le Réforme du systéme bancaire aux Etats-Unis. J. LESscuRE. 
Revue des Revues anglaises. J. Lescure and F. Savuvaire- 
JourpDAN. A critical analysis of recent articles in the Statistical 
Journal and the Economic Journal. 

Marcu-Aprit, 1915. De Vinfluence du chémage sur le taux du 
salaire. A. Loria. L’approvisionnement de lAllemagne en 
objets d’alimentation. La vérité sur l’enrichissement de 
l’Allemagne. D. Bertier. Discours du Ministre des finances 
prononcé & la Chambre des Députés le 18 Mars, 1915. 


Journal des Economistes (Paris). 


Fesruary, 1915. Les causes économiques de la guerre. YvES Guyor. 
Continued in subsequent months. Les secours en temps de 
guerre et les abus qu’ils entrainent. D. Bretuet. Les effectifs 
allemands, L, Gouvy. 

Marcu, 1915. Nos colonies a sucre et la guerre de 1914. G. Durgau. 

Apri, 1915.* Les Projets d’unions douaniéres. G. ScHELLE. Les 
Finances de la Gréce, A. ANDREADES. Continued in May. Le 
Manifeste des “ Kulturkrieger.” Further correspondence between 
Prof. Brentano and MM. Guyot and Bellet. L’Ezxposé 
budgétaire de M. Helfferich. A. Rarratovicu. Neécrologie: 
William Smart, le Comte Witte, Lord Rothschild, M. Léopold 
Louis Dreyfus. 

May, 1915. Les Marchés neutres et les belligérants. A. RAFFALO- 
VICH. 


La Revue de Paris (Paris). 


Marcu, 1915. La Préparation financiére de lV Allemagne, CHARLES 
Rist. An examination of the pre-war war-finance literature. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


Auaust, 1914. Die Kritik des Subjectivismus an der Hand der 
sozialorganischen Methode. StouzMann. A controversy with 
Béhm-Bawerk. Die Arbeitszeit in der Grosseisenindustrie. 
Syrup. Die japanische Statistik als wissenschaftliches Quellen- 
material, WAENTIG. 

SEPTEMBER, 1914. Die Fabrikanten-Kartelle im Conflikt mit den 
Abnehmerverbanden, Buanx. Die wirtschaftliche Gesetz- 
gebung der kleinen deutschen Bundesstaaten im Jahre 1918. 
StéwEsanpD. Wohnungsfiirsorge in England. K. WINKELMANN. 

OctoBer, 1914. Uber die Berechtigung von Staatsanleithen. FRIEpD- 
MANN. Die wirtschaftliche Gesetzgebung  Oéesterreichs. 
StéwEsanpD. Zur Gewinnbeteiligung der Arbeiter. P. Kocn. 
Der. Streit um die Wallepitteshalinlahes. R. Kosatscu. Die 
Hauptwerte und ihre Verwendung in der Preisstatistik, A. 
LEHMANN. 
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NoveMBER, 1914. Die Tatigkeit als Grundbegriff der Oekonomie und 
der Volkswirtschaft. K. ScuénnEypER. Ist die Statistik eine 
Methode oder eine Wissenschaft. PFitzNER. 

DeEcEMBER, 1914. Der Begriff des Bediirfnisses, seine psycholo- 
gische Grundlage und seine Bedeutung fiir die Wirtschafts- 
wissenschaft. J. Trsurtius. Bevédlkerungsdichtheit im K. 
Bayern, E. Miter. Die geschichtliche Entwicklung des 
Depositenkassenwesens in Deutschland. W. Horrmann. Die 
Industriebezirke und -Industriegemeinden. StREHLoOw. The 
contents of the Jahrbicher up to the end of 1914 appear to be 
profoundly unaffected by current events. 

January, 1915. Die wirtschaftliche Mobilmachung Deutschlands. 
A. Dix. Deutsche Spiritusindustrie. WASSERMANN. 

Fesruary, 1915. Reinertrag und Kapitalwert des land- und forstwirt- 
schaftlich gentitzten Bodens in Frankreich, 1851-1912. Rup.orr. 
Inventur der Eisenerze der Welt. Pupor. 

Marcu, 1915. Versicherung und Wirtschaft. F. Hittssre. Die 
oekonomische Lage Hollands und die Masznahmen der Regierung 
wahrend der Kriegszeit. STERNHEIM. Die franzdsischen Finanzen 
in Kriegszeit. H. Graver. Zweitstellige Hypotheken wihrend 
des Krieges. A. Hartwic. Die Deutschen und das deutsche 
Kapital in der russischen Industrie. ‘"WALDECKER. Der stddtische 
Boden als Handelsware und seine Preisbildung. StREHLOW. 


Weltwirtschaftliches Archiv (Kiel). 


January, 1915. Die wirtschaftliche Lage der Niederlinde in den 
Kriegsmonaten, 1914. H. Bunk. Weltwirtschaftliche Hinter- 
griinde des Weltkrieges. S. Scut~pER. Grundlagen und Ent- 
wicklungstendenzen der Japanischen Volkswirtschaft. M. 
KAMBE. 


Zeitschrift fiir Volkswirtschaft, Sozialpolitik und Verwaltung 
(Vienna). 


Parts 8 AnD 4, 1914. Macht oder economisches Gesetz. E. v. 
Boéum-Bawerk. Die deutsche Fleischenquéte. KE. Grptan. 
Parts 5 and 6, 1914. Von Bohm-Bawerk. E. von Puiuippovicu. Das 
wissenschaftliche Lebenswerk E. von Bohm-Bawerks. J. Scuum- 
PETER. Einnahmen und Ausgaben in Haushaltungsmonographie 
und Statistik. W. Winker. Oe6esterreichische Sozialpolitik, 

1912-14. W. Scuirr. 


De Economist (The Hague). 


Marcu, 1915. De financieele Kwestie in Nederland. G. M. Bots- 
SEVAIN, 

Apri, 1915. De eerste publicatien over Koloniale economie na Neer- 
lands herstel in 1818. I. P. H. van per Kemp. Cijfers naar 
aanleidigung van de Duitsche Rijksbank politiek. F. W. L. DE 
Beaurort. With the exception of a postscript, this deals with 
the past, not the present. Overzicht van buitenlandsche tijd- 
schriften: Economic Journal, 1914. A very full, critical analysis 
of the contents of the Journal. 

May, 1915. Naar aanleiding van Friedrich von Wiesers jongsten 
arbeid. H. Frispa. 
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Ekonomisk Tidskrift (Uppsala). 


Part 12, 1914. Jdmférelse mellan beradknade och influtna stats- 
inkomster dren 1890-1913. E. Hoéier. Krigsberedskap och 
handelspolitik. E. F. Hecxscuer. 

Part 1, 1915. Bokforingen, bokforingsresultaten och jordbrukets 
rantabilitet i Malméus Idn. E. Sommarin. Ekonomiska gater. 
Knut WICKSELL. 

Part 2, 1015. Telefontariffreformen och telefonbeskattningen. M. 
HAMILTON. ~ 

Part 4, 1915. Vdaxande smdafolksfamiliers bostadsfraga belyst med 
nagra goteborgssiffror. K. A. Epix. Bankinspektionen om 
bankernas ratt tils aktieforvarf. 


Giornale degli Economisti (Rome). 


Fepruary, 1915. L’industria dei laterizi. I. E. Anzmorti. Media 
arithmetica, media probabile e media pit probabile. F. CANTELLI. 
L’induzione quantitativa negli studi economici. F. Vinct. 

Marcu. L’industria dei laterizi. II. E. Anziuorti. La questione 
irlandese. A. NxEcco. 

Aprit. L’Autriche et... UItalie. B. LAverGNne. Prezzi presenti e 
prezzi futuri. C. B. Turroni. Interesting theories and statistics 
respecting markets in “futures.” The number includes as a 
supplement, Il Corso dei titoli di Borsa in Italia (1861-1912) by 
ACHILLE NECco. : 


La Riforme Sociale (Turin). 


Fespruary—Marcu, 1915. Il saggio dello sconto e il saggio dell’ 
Interesse. C. Supino. The rise of interest after the war is 
predicted. L’avvenire d’Italia nella Libia. L. Ernavupt. Specially 
referring to tariff questions. 

Aprit-May, 1915. I fattori demografici delle guerre. C. Grint. La 
tassa del Pane a Torino. R. Rota. A report by Cavour dated 
1851 is illustrated by historical notes. La Grecia ed i campi 
esteri, L. A. GEORGIADES. : 


Scientia (Bologna). 


Vol. XVII., 1915. Among several scientific writers in this impar- 
tial “Review ” two eminent economists call for notice here. 

Prof. Pareto (I., iii.), in the spirit of Polybius, finds the main 
cause of war in the desire of the respective combatants for domina- 
tion; ‘‘as there was not room on the borders of the Mediterranean 
for Rome and Carthage, so there is not room in the world for two 
Germanies, two Russias, two British Empires.” A secondary cause 
is found in diversity of institutions: the contrast, e.g., between the 
aristocratic bureaucracy of Germany and that “democratic pluto- 
cracy ” which is evidenced by Lloyd George’s bribes to the electors 
in England, by the Caillaux incident in France. Having regard to 
the causes of the war, the writer has no hope that its consequence 
will be a stable peace. The “idyll” of the pacificists will not be 
realised. 

According to Prof. Brentano (I., iv.), the French bourgeoisie 
looked to the restoration of monarchy as a means to escape Socialist 
taxation, and war as a means to the restoration of monarchy. The 




















hope of “la revanche” was fostered by the Russians, who saw in 
Germany the greatest obstacle to their expansion towards the 
Mediterranean; who, “to mask their greed invented a new idea, 
that of Pan-Slavism.” England, as usual, seeking to turn the balance 
of power in her own favour, took side against the “growing power 
of Germany. The mere’ fact that England alone among all the 
Powers has obstinately refused to recognise the security of private 
property at sea speaks -volumes in explanation of her enmity to 
Germany, who had become her rival in trade.” As for Germany, 
she does not fight for territory, French or other. She does not need 
colonies for the expansion of her population. What she does need is 
“free play for the development of her people’s powers,” secured by 
“freedom of the sea.” 





NEW BOOKS. 
English. 


ANGELL (Norman). Can Trade be Captured? London: “War 
and Peace,” Whitehall House. 1915. Pp. 16. 1d. 
[War and Peace Pamphlet, No. 6. To be reviewed.] 


AsaLeEy (W. J.). The Economic Position of Germany. Journal 

of the Royal Society of Arts, February 26th, 1915. Pp. 303-316. 

_[An important article, mainly concerned with the supply of food-corn, and 
with many interesting references to the pre-war expressions of opinion by 
German authorities. ] 

BirMIncHAM Epvucation ComMITYEE. War Conditions and Juvenile 
Employment. Birmingham. 1915. Pp. 7. 

[A Central Care Committee Bulletin, dealing with the problems arising out 
of the temporary plentiful demand for juvenile labour at high wages.] 

Bowtey (A. C.). The Effect of the War on the External Trade of 
the United Kingdom: An Analysis of the Monthly Statistics, 1906- 
1911. Cambridge: University Press. 1915. Pp. 55. 2s. net. 

[The substance of lectures delivered at the London School of Economics. To 
be reviewed. ] 

Bow ey (A. C.) and Burnett-Hurst (A. R.). Livelihood and 
Poverty. London: G. Bell. 1915. Pp. 222. 3s. 6d. net. 

[‘‘A study in the economic conditions of working-class households in North- 
ampton, Warrington, Stanley, and Reading.” Published by the Ratan Tata 
Foundation. To be reviewed.] 

Bow tey (A. L.). The Nature and Purpose of the Measurement of 
Social Phenomena. London: P. S. King. 1915. Pp. viii+241. 
3s. 6d. net. 

[Lectures given at the London School of Economics. To be reviewed.] 

Bow try (A. L.). The War and Employment. Oxford: University 
Press. 1915. Pp. 21. 2d. net. 

[Oxford Pamphlets. Deals with the period previous to February, 1915.] 

Bow tey (A. L.). Prices and Earnings in Time of War. Oxford: 
University Press. 1915. Pp. 23. 2d. net. 

[Oxford Pamphlets.] 
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D. B. The History of the Standard Bank of South Africa, 1862- 
1918. Glasgow: R. Maclehose. 1914. Pp. xiii+ 251. 


[To be reviewed.] 


Cappury (Epwarp), and others. Scientific Management in 
Industry. London: Sherratt and Hughes. 1915. Pp. 47. 1s. net. 

[A discussion, reprinted from the Sociological Review, opened by Mr. Cadbury 
in a paper designed ‘‘to summarise briefly the principles and methods of 
scientific management, to discuss its advantages, and to suggest what seem to 
me its dangers. Then I wish to show how in an actual business organisation 
we have endeavoured to carry out some of its principles and avoid some of 
its dangers.” The discussion is continued by Mr. J. A. Hobson, Mr. G. D. H. 
Cole, and others.] 


Cuapman (S. J.). The War and the Cotton Trade. Oxford: 
University Press. 1915. Pp. 23. 2d. net. 
[Oxford Pamphlets, 1914-1915.] 


DicksEE (LAWRENCE R.). Business Methods and the War. Cam- 
bridge: University Press. 1915. Pp. 71. 28. net. 
[Lectures delivered last January at the London School of Economics.] 


Doraiswami (S. V.). Indian Finance, Currency, and Banking. 
Mylapore, Madras: The Author. 1915. Rs. 2.8. 

[Like so many books of this character published in India, much space is 
devoted to commonplace exposition of introductory matter, and much further 
space to long extracts and quotations from other writers (including a complete 
article of Prof. Nicholson’s, without permission, from the Economic JOURNAL), 
with the effect that, although the author shows that he knows the subject well, 
his own contribution to it is limited to little more than a few paragraphs. What 
original comment is to be found in this volume is clear and interesting, and shows 
Mr. Doraiswami to be a keen critic. He is opposed to the Gold Exchange 
Standard, which he regards as an idiosyncrasy of Mr. Keynes’s, not supported 
by ‘‘any economist of repute.” He is in favour of the establishment of a State 
Bank for India.] 


EpGewortu (F. Y.). On the Relations of Political Economy to 
War. A lecture. Oxford: University Press. 1915. Pp. 36. 1s. net. 


[The author considers ‘‘not the art of political economy as rendering the 
means of waging war more effective, but the science of economics as rendering 
the ends for which war is waged less desirable.” Admirers of Professor Edge- 
worth’s great literary and philosophical gifts, who may often have been kept 
from his writing by the mathematical technique which abounds in them, will 
find here but one half page of deterrence. ] 

_Exy (Ricuarp T.) and Wicker (GrorGE Ray). Elementary 
Principles of Economies, together with a short sketch of Economic 
History. London: Macmillan. 1915. Pp. xi+406. 4s. 6d. 

[Revised and adapted for English students by L. L. Price. To be reviewed.] 


FaBiAN WomEN’s Group. The War: Women and Unemployment. 
London: The Fabian Society. 1915. Pp. 27. 2d. 
[A Fabian Tract.] 


Fraser (Matcotm). The New Zealand Official Year-Book. 
Wellington, N.Z.: Government Printer. 1914. Pp. xii+1017. 


GLOVER (JAMES). Income-Tax Reform: A reasonable, simple, 
practical, and scientific Income-Tax. London: Sherratt and 
Hughes. 1915. Pp. 24. 1s. net. 

dy da 


[Proposals based on the use of the formula —” = n— where y is the tax on 
y x 


an income z.] 


‘ 
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Hemice (Dr. A.). Free Trade and Protectionism in Holland. 
London: Fisher Unwin. 1914. Pp. xi+160. 3s. 6d. net. 
[By the Secretary of the Dutch Free Trade Union. To be reviewed.] 


JouNnsTON (J. H. Cuirrorp). A National Agricultural Policy: the 
Finance of Occupying Ownership and Co-operative Credit. London: 
P. S. King. 1915. Pp. 40. 6d. net. 

[A scheme for the transfer of farms, on the analogy of Irish land purchase, 
from landowner to tenant, the.landowner to be paid 25 per cent. in cash and 
75 per cent. in bonds, on the basis of net rental value and not capital value.] 

Krirxaupy (ApAmM W.) and Evans (ALFRED Dubey). The History 
and Economics of Transport. London: Sir Isaac Pitman. 1915. 
Pp. ix+338. 7s. 6d. net. 


[Railways, canals, and shipping. To be reviewed.] 


LaMBERT (HENRI). The Ethics of International Trade. Oxford: 
University Press. 1915. Pp. 24. 2d. 

{Papers for War Time, published ‘‘under the auspices of a Committee drawn 
from various Christian bodies and political parties.’’] 

Lloyds Bank, Limited, its History and Progress. London. 
1914. Pp. 55. 

[A sumptuous folio volume, generously illustrated, enfolding a brief epitome 
of the process of amalgamation by which this great institution has been built up.] 

Menta (J. K.). The Economic Effects of the War on the Trade 
in India. Bombay. 1915. Pp. 27. 

[A useful survey, with particular reference to the Cotton Trade, delivered 
at the new Government College of Commerce at Bombay on February 17th, 1915.] 

O’BriEN (CRUISE). Co-operative Mills and Bakeries. Dublin: 
The Plunkett House. 1915. Pp. 50. 6d. 

[A publication of the Plunkett House Co-operative Reference Library, 
designed to call attention to Continental experience. ] 

PeppiE (J. Taytor). First Principles of Production. London: 
Longmans. 1915. Pp. 231. 5s. net. 

[On the importance of science to industry and the need of organisation by 
an author who proposes to found an “Institute of Industry and Science.” 
Half of the book consists of articles and addresses by other authors.] 

ScuwaBe (W. §&.). Effect of War on Stock Exchange Trans- 
actions. London: Effingham Wilson. 1915. Pp. vi+133. 3s. 6d. 
net. 

[‘‘A Short Treatise on the pel rid Legislation, together with the Statutes 
and Proclamations, and the Resolutions, Rules, and Notices of the Stock 
Exchange Committee.”] 

TariFF Commission. The War and British Economic Policy. 
London: P. §. King. 1915. Pp. 174. 1s. net. 


Topp (Joun A.). The World’s Cotton Crops. London: A. and 
C. Black. 1915. Pp. xiii+460. 10s. net. 

[To be reviewed.] 

ToMLINSON (WILLIAM WEAVER). The North Eastern Railway: its 
Rise and Development. Newcastle-upon-Tyne: Andrew Reid. 
1915. Pp. xvi+820. 21s. net. 


[To be reviewed.] 


seven antidote Be ats 





318 THE ECONOMIC JOURNAL [JUNE 


Watt (W. W.). The War and our Financial Fabric. London: 
Chapman and Hall. 1915. Pp. xviii+224. 5s. net 

[This is a third-rate attempt to deal with the kind of topics dealt with in 
Mr. Withers’ Meaning of Money. It has little or nothing to do with the War, 


which is brought in superficially in the concluding chapters. A reader who buys 
the book on the strength of its title will be disappointed.] 


Youne (E. Hitton). The System of National Finance. London: 
Smith, Elder. 1915. Pp. vii+364. 7s. 6d. net. 


[To be reviewed. ] 


American. 


First Annual Report of the Federal Reserve Board, for the period 
ending December 31st, 1914. Washington: Government Printing 
Office. 1915. 

[This report covers less than six months. But the opportunity is taken to 
describe the working of the measures which brought the Federal Reserve Act 


into operation and to survey the general effect of the early months of the 
war on American Finance.] 


Furrpin (P. S.). The Financial Administration of the Colony 
of Virginia. Baltimore: Johns Hopkins Press. 1915. Pp. vii+94. 
50 cents. 

[Johns Hopkins University Studies.] 

GEHLKE (C. E.). Emile Durkheim’s Contributions to Sociological 


Theory. New York: Columbia University. (London: P. §. King.) 
1915. Pp. 188. 6s. net. 


[Columbia University Studies.] 
Hutcuinson (Lincotn). The Panama Canal and International 


Trade Competition. New York: Macmillan Company. 1915. Pp. 
xi+ 284. 7s. 6d. net. 


[To be reviewed. ] 


Riptey (W. Z.). Railroads: Finance and Organisation. London 
and New York: Longmans. 1915. Pp. xix+638. 14s. net. 


[To be reviewed. ] 


Taussic (F. W.). Principles of Economics. 2 vols. Second 
edition revised. New York: Macmillan Company. 1915. Pp. 
xxxvii + 547+ xviii+ 573. 8s. 6d. net for each volume. 


[‘‘The chapter on banking in the United States has been entirely re-written 
(with reference to the new banking system). The chapter on trusts and com- 
binations has been largely re-written, with reference to the laws enacted in 1914. 
Considerable revision has been made in the chapter on workmen’s insurance, 
calling attention to the noteworthy steps taken of late years in England and 
the United States. The chapters on taxation and especially on income taxes, 
and on some other topics, have been similarly brought up to date. So far as 
concerns questions of principle and general reasoning, the text, barring emenda- 
tions on minor points, has Gen left as when first published.”] 


Taussic (F. W.). Some Aspects of the Tariff Question. Cam- 
bridge, Mass.: Harvard University Press. 1915. Pp. x+874. 
$2 net. 

[Harvard Economic Studies. ‘‘The main purpose of the present volume is 


to consider and illustrate some questions of principle in the controversy on 
free trade and protection.” To be reviewed.] 
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Swiss. 


HuuFreccer (O.). Die Bank von England mit besonderer 
Beriicksichtigung der MReservefrage und der Entwerfung der 
englischen Rente. Ziirich: Orell Fiissli. 1915. Pp. xiii+ 423. 


Fr. 10. 


[To be reviewed.] 


Italian. 


Carui (F.). La ricchezza e la guerra. Milano: Treves. 1915. 


Fappri (A.). Le casse di risparmio ordinarie nella Monarchia 
Austro-Ungarica. Mantova. 1915. 


Nirti (F.). Il capitale straniero in Italia. Bari: Laterza. 1915. 


Santa (N. Viuza). Le condizioni economiche di un circondario 
della Sardegna. Torino: Olivero. 1914. 





